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l. Introduction

1. This report summarizes the analysis made by CFAFEerning advancements informed by El
Salvador to overcome the deficiencies identifiethemmutual evaluation report (MER) approved on
Plenary of May 2010. This is the Sixth Follow-uppRg and it is based on information provided by
El Salvador on May 3, 2013 (see attached advandsmmatrix).

2. In accordance with decision made in Plenary of Muwer, 2012 in Venezuela, El Salvador is
under the regular-expedited follow-up process.

3. The country was rated NC or PC in five (5) out loé tsixteen (16) Key and Core FATF
Recommendations

Key and Core Recommendations

Rec. 1 3 4 5 10 | 13 |23 | 26 |35 | 36 | 40 | | Il m v |v

Calific. | MC | MC | C PC |MC |MC |PC | PC | C MC | MC | C Cc MC | PC | PC

4. Overall, the country’'s ratings were PC or NC inttyesix (26) of the FATF Recommendations
as reflected in the table below:

All recommendations rated PC or NC

Partially Compliant (PC) Non-Compliant (NC)

5. Customer Due Diligence 06. PEP:

8. New technologies & non fa-to-face 07. Corresponding Bankir

business

9. Third parties and introduce 12. DNFBP<« (R.5, 6, -11)

17. Sanction 16. DNFBP+R.1:-15 & 21

21 Specialattention to hig-risk countrie | 24. DNFBP<« Regulation, Supervisiol
Monitoring

22. Foreign branches and subsidia 30. Resources, Integrity, Trainir

23. Regulation, supervision and 32 Statistic:

monitoring

25, Guidance and Feedb: SR.VI Money/Value Transfe

26. The FIU

29. Powers of Supervisc

31. Domestic Cooperatic

33. Legal person-beneficial owne
39. Extraditior

SR.IV Report suspicion of FT
SR.V International Cooperation
SR.VIl Wire Transfer

SR.VIII NPO:«

1 When referred to the Recommendations, it is riefgiio the 40 +9 FATF Recommendations prior, wisitth
constitute the current recommendations regardiisgfdfiow-up Report.
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| SR.IX Cross Border ca

5. The following information intends to offer an idea the size, internationalization and risk of

the main financial sectors.

Size and international inks of the financial sector

. Stock
Other Credit Insurance
EEITE Institutions* ¥/ =TT Companies VOIAL
Market

Number of Total # 13 9 14 20 56
Institutions

Uss 12,938,477,586.14 685,431,528.33 24,354,647.3185,047,253.21| 14,233,281,01p.
Assets 00

Total: US$ 9,563,190,968.54 307,871,037.13 0.00 000 90BZI005.6

. 7

Deposits Non-Resident 0.00 0.00 0.00 00 04

Percentage %

Foreign Capital 75.79% 0.00% 83.32% 86.13%

Percentage:
liaimeiensl Numbey qf N/A N/A N/A N/A N/A

Subsidiaries

abroad

(quantity)

Il. Scope of Report

6. In the third follow up report the deficiencies iagvidentified that Recommendations 7 and 39
and Special Recommendation V were rectified. Thehéiities did not present information on
compliance with Recommendations 9, 17, 21, 2230931, 32, 33, Special Recommendations VIII

and IX.

7. Itis important to point out that the Plenary indmber 2012 decided that those countries that
were in the process of intensified follow-up wolladve to make significant advancements in the
Recommendations yet to be resolved and must répdite Plenary in May 2013 and ensure full

compliance with all the Key and Core Recommendataiil to be resolved, by November 2613

8. Thus, this Report will focus on the Recommendatishgse shortcomings are yet to be resolved
and which have been affected by the recent advasrsroutlined in the progress matrix. In addition,
in view of the deadline of November 2013, the reocmnded actions that have not yet been
implemented, especially in the Key and Core Recontlatons, will be identified so that El Salvador

would be aware of what needs to be done in ordeortaply with the decision of the Plenary.

lll. Summary of progress made by El Salvador

9. Since the Fifth Follow-up Report approved subsetjteethe Plenary through tlRound Robin

process on January 8, 2013, the advancements mgeeleSalvador in improving the shortcomings
discovered in its anti-money laundering system against the financing of terrorism (AML/CFT)
and which were identified in the MER, can be sunipeal as follows:

2 GAFIC-SRPLEN-XXXVI-ver 2.See Minutes of the Plenary Meeting of the CFATFgVWi Islands, November 2012 and
GAFIC-Plen-XXXVI-2012-9-ANE-1. Report of the Presiut of the Review Group of the Caribbean Finankéion Task
Force on International Co-operation to the XXXVeRary Session.
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Details on Key and Core Recommendations:

Recommendation 5

10. On this occasion, the Authorities reported thatNtanual of the Financial Intelligence Unit for
the prevention of money and asset laundering anfifal intermediary institutions — Agreement 356
(hereinafter referred to as the FIU Manual) wadyaea by the entities responsible for application,
execution and supervision, in order to clarify ammlate the content of its provisions. Once the
consultation phase with the reporting entities wampleted, the FIU, the Superintendency of
Financial Services (SSF) and the Salvadorian Banldssociation (ABANSA) have together
prepared the proposed “Amendment to the FIU Manugttis proposal will be forwarded to the
Attorney General of the Republic for its approval.

11. The Fifth Follow-up Report advised of the amendnterthe "Standards for the management of
the risks of money laundering and assets and tstrrfinancing” (hereinafter, risk management
standards MLA / FT). However, pending the adoptibthe proposed regulation in order to verify
compliance with the recommendation.

12. Since the Third Follow-up Report, Amendments to ttew against Money and Asset
Laundering (MAL) and the Law on the Supervision &wdjulation of the Financial System (LSRFS)
have been announced.

13. In accordance with the foregoing, once copies gf@ged legislation and regulations are not
received, it is impossible to verify compliancewihe actions recommended in the MER regarding
this Recommendation.

14. Therefore, all the actions recommended in the MERpanding execution, except regarding the
numbered accounts as already clarified that Arditlef the law against MLA does not allow the eise
of anonymous or numbered accounts.

Recommendation 23

15. As indicated in previous paragraphs, since thedlallow-up Report, the LSRFS and the law
on MAL have been in the process of legislative mafo

16. The Fifth Follow-up Report advised of the amendmienthe Standards on MAL/TF risk
management.

17. On this occasion, the Authorities explain that tbgulation of reporting entities comes from
both the FIU and the SSF. Thus, as indicated, the the SSF and ABANSA have prepared the
proposed amendment of the FIU Manual.

18. In addition, the Authorities outline the advancetsemade regarding the regulation and
supervision of designated non-financial businesses professions (DNFBP’s). However, these
advancements are reflected in the paragraph comdspy with Recommendation 24, which refers
specifically to the supervision of DNFBP’s. Itdlso necessary to clarify, according to the content
of the matrix, that remittance companies are fir@nostitutions since they carry out financial
activities based on what is defined in the glossdrthe Methodology and they do not constitute
DNFBP’s (as indicated in the progress matrix).
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19. Based on the foregoing, the actions recommend#teiMER are yet to be executed, with the
exception of that pertaining to “Reconsider thedfitrmand effectiveness of conferring on the FIU, in
the Law, regulatory powers over financial instibais regarding ML/TF, and evaluate the possibility
of assigning such powers to the respective supagvisodies specializing in the area of finance”,
since it has been explained that both the FIU badSISF have the power to issue regulations on the
reporting entities.

Recommendation 26

20. As previously indicated, the Third Follow-Up Repotitlines the amendments to the MAL faw
and the Fifth Report made mention of the existexiche draft Law on Forfeiture that is expected to
raise the budget capacity of the FIU since it wdaddassigned twenty percent (20%) of the assets
seized.

21. The Third Follow-up Report also advised of the iempéntation and enhancement of the system
for transmitting data, reports, consultations antbrimation analyses through technologically
advanced tools and access to databases. Howewvier dape information on these activities has not
been presented.

22.The Fifth Report indicated that the IDB has finahcan assessment of the operating,
administrative and functional capabilities of thiJFout the results of said assessment remain
unknown.

23. See paragraph on Recommendation 25

24. Legislative reforms, implementation of improvemeatsl agreements mentioned in previous
reports have not yet taken effect whereby the mastimcommended in the IEM are pending
implementation in all but the one regarding théaregion of membership in the Egmont Group which
was held in July 2010.

Special Recommendation IV

25. Since the first follow-up report, the amendmentef Special Law against Acts of Terrorism was
announced. This amendment would obligate finanesitutions to report suspicious TF operations
in general terms, and not only in cases where thgeps involved are included on terrorist lists.
Moreover, it confers extensive powers on the Fldrtalyze these reports and share information with
other States during an investigation and/or foelligence purposes, without the need to sign
memorandums of understanding.

26. In turn, since the Third Follow-up Report, informoatwas provided on the proposed amendment
to the Law against MAL that would incorporate tbeand sub-paragraph of article 9-A that stipulates
the obligation to report the attempted suspiciquesration.

3In the Secretariat’s review of the draft proposspecially articles 9, 9-A and 10.e), it was intbdain the
Third Follow-up Report that problems of confidefitiacould possibly arise, and as a result, inékent that
the amendment is approved, it would be cruciattferauthorities to strengthen their proceduresgo ansure
confidentiality and that such procedures are fodedrto the Secretariat.
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27. The amendments announced are yet to be carried’bous, the shortcomings identified in the
MER remain unresolved.

Other actions:

28. The following paragraphs summarize the main astiaken by El Salvador regarding the FATF
recommendations apart from the key and core.

Recommendation 6

29. Since the Third Follow-up Report, the amendmenthef MAL law has been announced. As
regards Recommendation 6, article 9C was expeotéeé included and article 10 sub-paragraph a.
was expected to be amended. However, said amendsrsiitto be made.

30. The Authorities report that although the amendmerhe MAL Law is yet to approved by the
Legislative Assembly, work has begun on the contérthe future Regulation of the MAL Law
pertaining to PEP’s. Thus, the “Proposal for theddepment of the Regulation” has been formulated
by the FIU, the SSF and ABANSA. However, this preglois subject to the approval of the
amendment of the MAL Law.

31. The Fifth Follow-up Report indicated that the prepd amendment to the Standards on MAL/TF
risk management would include measures pertairontpe treatment of the PEPs. However, the
articles of the amendment proposed did not incareaall the requirements of Recommendation 6.

32. Based on the foregoing, the actions recommend#tiMER remain outstanding.
Recommendation 8

33. The Fifth Follow-up Report indicated that the prepd amendment to the “Standards on
MAL/TF risk management” included requirements famahcial institutions in accordance with
criterion 8.2 of the Methodology.

34. On this occasion, the Authorities report that tiid, ABANSA and the SSF, are developing a
proposed “Standard for operations conducted thraagtiern technologies”. However, the issuing
of this regulation hinges on the approval of theeadment to the MAL Law.

35. Based on the foregoing, the actions recommend#tiMER remain outstanding.
Recommendations 12, 16 and 24

36. The Third Follow-up Report advised that the propogsmendment of the MAL Law was going
to incorporate designated non-financial busineasdsprofessions (DNFBP’s) as reporting entities

37. During this period, the Authorities report the Fdlittendance at the “Regional Workshop on
Supervision for preventing money laundering and lwating the financing of terrorism for

4 With respect to this proposed amendment, the oispefollow-up report indicated that “the proposed
amendment does not explain what can be understpdeelsons who conduct designated non-financial
activities based on how the DNFBP’s are defined by the FATtRénGlossary of the Methodology. This lack
of a definition could possibly result in difficudts in applying same for those who are not familith FATF
terminology or it could be interpreted in a broaslense than that required by the FATF” (see Thaitb-up
Report of El Salvador)



El Salvador, Post-Plenary Final? Bollow-Up Report, May 2013

DNFBP’s” held on April 8-9 with technical assistanfrom the United States Department of the
Treasury, in preparing a country assessment ambpats to regulate this matter. As a result of this
workshop, the Authorities developed a plan of acfar supervising DNFBP’s. Participating in this
activity were the FIU, the SSF, the Superintendesfdgusiness Obligations and the National Anti-
Drug Commission, with collaboration from the Mimiss of Finance and Foreign Affairs, the

National Records Center and international entgigsh as the OTA.

ACTIONS

TYPE OF PROCESS

TIMEFRAME

PURPOSE

National market assessmsg

phiter-institutional

1 year

To determine in the inte

!r_

agreements between the
various entities of the State

Agreement

and the FIU, so that it could

fulfilling its duties and legal
obligations.

regarding money launderir collaboration // institutional committee, specif|c
risk Advice // Budget guidelines  for Institutionp
Support authorized to supervise a seqtor

or institution.

Amendment to the Law of théegislative reform Unknown To give the entity aimtj and

Superintendency of Busingss supervisory powers, as well jas

Obligations, so as to giye information requirements,

autonomy to the Entity in added to the business gnd

administrative and  budgpt accounting obligations that |it

matters and confer on |it oversees, and to meet the

supervisory powers. demands of internationgl
standards on money and agset
laundering, according o
recommendation 28.

Creation of technological too]8udget Support 1-2 years To strengthen supervision and

in order to carry out activitieg Inter-institutional allow the control of all entities

efficiently, which would also | collaboration subject to information

create an optimal database obligations

Decision for CTR’s (cash Budget support 1 year To filter the information

transactions) to be reported [ General training for contained in the CTR forms s¢

electronically and in real timginstitutions as to generate processed and

and for SOR’s to be reported concrete information that would

through a report form expedite the investigation of

customized to suit each type cases of money laundering

of entity and type of

operation.

Strengthening of the FIU, Legislative reform Unknown To improve financial

giving it autonomy in Budget Support intelligence, in relation to

budgetary, administrative anfl supervisory and auditing needs.

operating matters, creating

areas of analysis by specific

sectors (financial, commercial,

DNFBP'’s)

Strengthen the training and | Budget Support ongoing To improve the capacity of the

specialization of the entities bodies responsible for the

that supervise and audit supervision of entities, based pn

financial operations and international experiences and

DNFBP’s, through regional collaboration of the regional

and international collaboratign entities authorized to audit

and its experiences.

Establish collaboration Inter-institutional 1-2 years To strengthen the FIU in
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have direct access to the
databases of Finance,
Customs, the General
Immigration Office, records
on vehicles, persons and

property.

38. From the preceding plan of action, the manner ofiiporation of the DNFBP’s defined by the
FATF as reporting entities of AML/CFT requiremestems to be unclear, in addition to which, the
entity that will serve as the regulating and sujsemny body is also not clear (mention is made of
compliance with Recommendation 28, which is naites to the requirements of the DNFBP’s that
are described in Recommendations 12, 16, and 2#gffames have not been set for the issuing of
the appropriate regulations of the DNFBP’s and sofmine timeframes have been established as
unknown, thus, there is no certainty regardingciivapletion of some areas of the proposed plan of
action.

39. Despite the foregoing, the Authorities also makatioa of the work being done toward a generic
regulation for DNFBP’s and their corresponding $ii@cegulation based on the operations of each
sector. The amendment of the FIU Manual has indwdeegulation for DNFBP'’s. Said manual was
already approved on May 17, 2013, in such a matirarit is expected to be forwarded to the
Secretariat for its analysis, which will be incldde the next follow-up report.

40. In addition, the course on the supervision of DNEBBrganized by the CFATF and the
Government of Spain was held.

41.Based on the foregoing, all the actions recommendedthe MER regarding these
Recommendations remain outstanding.

Recommendation 25

42. The FIU, in conjunction with the SSF and ABANSArried out a feedback activity on May 14-
15, 2013, with participation from ninety seven (87dividuals from various financial institutions
such as: banks, cooperative banks, savings andaksotiations, remittance companies, insurance
companies, cooperative associations with finanaativity, pension fund administrators,
stockbrokers, credit card issuers and the savingsl@an federation of El Salvador, which was
focused on strengthening the aspects to be comsidieran operation to be reported as suspicious,
opportunities for improving reports (review of stggths and weaknesses of those existing), in as well
as guidelines for the proper reporting of a suspigioperation.

Special recommendations VI and VI

43. Since the Third Follow-up Report, it was indicathdt the proposed amendment to the LSRFS
sought to include as a reporting entity and seekscbrporate as entities to be supervised by 8fe S
“any individual or legal entity that performs, repenting or on behalf of another individual or lega
entity, operations involving the transfer of furttsassets, as a principal or essential activityetivbr
regular, periodic, or in addition to another adgivand other entities stipulated by the laws”.

44.In turn, as previously indicated, the Fifth Follap- Report on the proposed amendment
“Standards on MAL/TF risk management” includes jgmns on electronic transfers.
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45, As at this Report, the Authorities indicate that #U, SSF, and ABANSA are working on the
proposed ‘Regulation for Remittance Companiespsviously mentioned, this hinges on the results
of the amendments being requested from the Leiyislaissembly.

46. Based on the foregoing, all the actions recommendedthe MER regarding these
Recommendations remain outstanding

Effectiveness

47. Based on the information presented by the Autlexritegarding effectiveness, between the last
guarter of 2012 and the first quarter of 2013, @¢hiesive been ten (10) cases investigated, nine (9)
filed and three (4) convictions, while a total 05$810,495 has been confiscated.

48. During the same period, in the area of nationaliatetnational co-operation, the FIU provided

assistance on twenty (20) occasions at the logal &nd in fifteen (15) instances through the Egmon
Group. In addition, there was one (1) instancentdrnational co-operation in accordance with the
Vienna Convention.

49. In 2012, 1155 suspicious operation reports weregmted and in 2013 thus far, there have been
236. The banking sector is the sector with the ésgmumber of reports, followed by remittance
companies and credit unions. Also in 2013, the B&Fperformed three (3) audits.

IV. Conclusion

50. As at this Follow-up Report, few advancements hbagen presented by El Salvador. The
Authorities have indicated that regulation propsselve been prepared, however, said proposals, as
indicated by the authorities, hinge on the apprewal sanctions of the amendments to the law on
MAL and the LSRFS, which are still in the legislaiprocess and there is no certainty as to when
this process will be completed. The ‘AmendmenhoRIU Manual’ announced since the first follow-
up reports, is yet to be concluded and it also seenbe subject to the results of the amendment of
the MAL law.

51. As regards compliance with the Key and Core Recomdiaiéons, as indicated in this Report,
most of the actions recommended in the MER for d@ampe with Recommendations 5, 23, 26 and
Special Recommendation IV, are yet to be execdthid, due to the fact that many of these actions
are included in the legislative amendments thabafere the Legislative Assembly. In the case of
the other Recommendations, information was predemtéy on Recommendations 6, 8, 12, 16, 24,
25 and Special Recommendations VI and VII. Howether shortcomings in these Recommendations
are yet to be resolved.

52. Paragraph 28 of the Fifth Follow-up Report indidathat “in the case where no significant
advancements are presented, it could be includedeimext follow-up report, the possibility of
recommending to the Plenary that El Salvador begalat a more rigorous level of follow-up”.

53. In a letter dated May 3, 2013 dispatched by the®@dar of the Financial Investigation Unit, an
explanation is provided on the recent changes goderin the Office of the Attorney General of the
Nation, which has resulted in the delay of the ainsgnts and plans proposed to resolve the
shortcomings identified in the MER. Thus, there wazhange in the Attorney General at the end of
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2013 and from March 2013 there has been a newtiretthe FIU. Therefore, the Entity has found
itself in a process of transition and connectiohiclv has delayed the fulfillment of certain goals.

54. Furthermore, said letter expresses the commitmehiefort to establish the links necessary in
order to faithfully fulfill such goals and effecély combat Money and Asset Laundering and Terrorist
Financing.

55. In light of the preceding considerations, the Pigriscalled on to decide if taking into account
the current situation of El Salvador, specificatlye recent election of the new Attorney General of
the Nation and the appointment of the DirectoheffIU, the Plenary could consider that El Salvador
continue the process of regular-intensified follops-with the commitment that in November 2013,
El Salvador would present the evidence necessarhéocomplete resolution of the Key and Core
Recommendations and significant progress in therd@ecommendations, based on the decision of
the Plenary in November 2012. The next progressrtenust be presented during the next Plenary
of the CFATF, in November 2013

CFATF Secretariat,
May 2013

10



El Salvador, Post-Plenary Final? Bollow-Up Report, May 2013

EL SALVADOR

Matrix of Progress. 39 Round of Mutual Evaluations.

The changes included since the last follow-uganuary 2013are in blue bold

FATF 40 Rec.| Rati Factors underlying rating Recommended Actions Actions Informed by Country
ng
5D‘ Customer PC « Lack of clarity, scope and clear | * Undertake a Country Risk Study in relation with NMI-in « Bill submitted to Congress to amend Article 9 af ML Law, in the
.Llj.e and differentiated requirements i order to determine the risk areas that require ratiemtion as sense of changing the threshold required to masie ttansaction reports
Diligence the instructions related with

compliance with prevention and
control of ML and FT

Legal deficiencies and important
deficiencies concerning the
implementation of CDD
requirements for money
transmitters or remittance
companies

Inappropriate CDD indicator of
US$57,142.86 for obligation of
reporting operations in cash and
transaction monitoring.

Absence of a concrete
requirement to accomplish CDD
in all cases in which there is
suspicion of ML/FT or doubt with
respect to whether the
information from customer is
sufficient and/or in case of
uncertainty about veracity,
modifications or alterations in thg
identification documents.

Deficient identity verification
requirements for beneficial
owners

Lack of general requirement for
the obtention of information
about actual nature and purpose
of the business relation.

Absence of regulations and
insufficient guidelines for CDD
based on risk

well as the regulatory needs and control needsdordance
with vulnerabilities encountered per each typeegfulated
entity.

To review US$57,142.86 threshold contained in the for
the control of cash operations.

To review FIU Instructions in order to extend it®pe,

simplify structuring, increase clarity and congrcef thereof.

To issue regulations related with adequate manageoheisks
making special emphasis in specific needs for sactor.

To review application environment for AML/CFT
requirements for remittance companies to guarahtee
include concrete obligations consisting in envirentrwith
AML/CFT provisions.

CE 5.1 Determine the real existence of coded adsa@md in
such case consider it as risk products that redpigteer
control limiting the use of such numbered and caatEbunts
to certain institutions and circumstances.

CE 5.2 Extend clarity and increase consistenggsifuctions
that are indicated by the five thousand colonds®p$500.00
threshold for the identification of a client.

Money exchange businesses transmission and reggttan
centers, who fixed business relations that aretifishand
accomplish CDD, must be demanded regardless afrtizaint
of operations of clients and extend the contrashold from
US$57,142.86 to present FIU reports.

In FIU Instructions and issued provisions relateth WIL-FT,
indicate clear requirements that differentiate Ciobthe
establishment of business relations and occasitieat
conduct taking into account the need to have redsen
indicators for occasional transactions in all secto

when the operation reaches US$10,000. Attachedntiexctudated
August 12th, 2011 by which a request is made td éugslative
Assembly of the Republic of El Salvador to prodissproposed reform
proposal. Annex 1.

The FIU Instruction has been the subject of anglysimments and
proposals for reform, currently in the consultatpirase with obligated
institutions before proceeding to its reform andrapal.

At the initiative of the FIU, a draft bill has beprepared to grant powers
to the supervisory bodies of the financial systenttie control and
approval of companies engaged in the transferrafsu

The SSF drafted a circular titled "Minimum requiemts for ML/FT
Risk Management", it prohibits the maintenancewfhbered accounts
in financial institutions.

According to articles, 3, 31 and 32 of the Law ap&rvision and
Regulation of Financial System, the authority emg@a to regulate and
supervise the institutions subject to control & Superintendency of
Financial System. These articles read as follows

Para el ejercicio de tales atribuciones contardrdependencia operativa,
procesos transparentes y recursos adecuados peeseehpefio de sus
funciones.

Al efecto compete a la Superintendencia:

From the Superintendent

Art. 3. - The Superintendency is responsible faregeing the consolidate|
individual activity of the members of the financigistem and other
individuals, operations or entities that issue lalisexercise such powers
will require operational independence, transpapentesses and adequate
resources to perform its functions.

To that end, it lies with the Superintendent to:

a) Comply with and enforce, within its jurisdictidaws, regulations,
technical standards and other provisions applicibibose supervised.

o

11
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FATF 40 Rec.

Rati
ng

Factors underlying rating

Recommended Actions

Actions Informed by Country

Absence of controls and risk
reduction for postponement of th
verification of identification,
including recently organized
companies.

D

Consider CDD concrete provisions that demandsitheunt
of related transactions below US$57,142.86 indicgits 000
US dollars in accordance with FATF)

¢5.2 (b)) Require CDD for all transactions and\atitis
provided it is worth it and there is suspicion wigéispect to the
veracity of client information or whenever it diffefrom its
profile. (See ¢5.15 and c5.16)

CE5.3 (and CE5.14) Review all regulations to
clarity/guarantee that provisions for the alteweti
identifications and verification measures do nduee CDD in
assumptions that the identification documents show
modifications, amendments and/or are false accgrdiand
likewise determine rules to limit operations of #ezounts,
concerning clients that have not completed docuatiemnt
thereof.

CE 5.4 and CE 5.5 Concretely require that FI to
establish/require that applicants of businessdsatalin the
documents, the capacity with which they act andondyt in
the cases in which there are “indicators” that theyacting in
representation of third parties.

Require specific requirements for the opening wsttaccounts|
Civil Associations, and State entities and othgalestructures.

Review identification exception of clients in acdance with
the risk establishing volume limits of operatioms ather
control measures

CE 5.6 Require that all Fl obtain information wittsspect to
the purpose and object of the business relatioraahdl
economic activity regardless of the client riskdeand
financial institution size.

EC 5.8 Demand KYC implementation based on risilin
provisions beyond risks related with clients anersis
transactions in order to include all elements nemgsfor
establishment of client’s profile; additional clieategories;
economic activity; geography, etc. See CE 5.9 aBd a2

EC 5.9 Review adequation of the exempt clientlisd
request a minor risk classification before applhsimgplified
CDD.

EC 5.12 Provide adequate guidelines to assist fld
development of risk management system.

EC 5.14 Review reasonable term to complete vetifinaof
identification of recently organized moral persans|uding
strict requirements for risk reduction such asttial

Also, issue and enforce instructions for implemagthe laws and
regulations that govern them;

b) Authorize the establishment, operation, startsugpension of
operations, modification, revocation of approvédsig and other acts of
the members of the financial system, in accordaritethe laws,
regulations or technical standards establishellisrregard. In the case of
closure, coordinating action to establish the laith other institutions
involved;

¢) To monitor preventively risks to members of fimancial system and
how they are managed, ensuring the prudent maimtenaf solvency and
liquidity;

d) To promote the efficient, transparent and ogdenhctioning of the
financial system;

e) Ensure that members of the financial systemtlaosk supervised
complete, as appropriate, their businesses, esadtsperations in
accordance with best financial practices to pretlamisuse of insider
trading and market manipulation;

f) To cooperate with the institutions responsiloethe protection of
consumer rights and competition, as well as thitii®ns responsable for
guaranteeing the deposits of the public and theeptéon of financial
crime, according to what is prescribed by law

g) Agree to the intervention of a member of thaficial system in whose
laws apply such a measure is referred to, excepeicase of stock marke
entities for which the procedure is governed bycdet75 of this Act;

h) To authorize the registration, registration iestrchanges and
cancellations to them, of the persons, institigtiand operations that woul
be subject to this requirement, in accordance thighaws of this matter;
i) Require that the supervised entities and intstihs to be managed and
controlled according to international best pradticegarding risk
management and corporate governance, accordihg te¢hnical
standards to be issued;

j) Require the cooperation of other state institaito perform their
functions; also resolve within their technical deglal powers, requests tha
the latter will occur within the framework of thgiowers, in order to
support the development of their respective duéied,

k) Perform any other functions assigned accordingw.

The Superintendency may apply and enforce preweatid corrective
measures. Also, if any, imposed sanctions thatliegarrespond to those
supervised found responsible in the actions, evamnisnissions arising
from same.

For purposes of this Law, the term "monitor" in@sdmonitor, supervise,
evaluate, inspect and control, while within thertépperations" shall be
construed as including all those assets assignagaoticular purpose, as i
the case in Securitization Funds, Pension Fundstads by the law.
Supervision

o

(=3

Art.31 .- The Superintendent and Assistant Supemifents will identify
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transaction prohibition of certain amounts or sakeci
characteristics such as transfers, regional checksj etc.

Request from all regulated entities to reject teropn account
or accomplish a transaction provided the requidedtification
documents may not be obtained or verified adeqyatélbays
that there is thought that they have been altend¢baare
false.

5.17 Demand update of client files that alreadgteri
appropriate times.

and develop the principles and characteristick@ftonitoring process,
objectives and stages to be covered and made ktwthie members of the
financial system, the criteria and policies adopteinnplement risk-based
supervision and to verify compliance with the lefyainework, taking into
account international best practices. The Superiteiet and Assistant
Superintendents appreciate the technical contabston the subject made|
by the members of the financial system.

By defining the policies and criteria under whictpervision will be
conducted, the Superintendent and Deputy Supedates should conside
quantitative and qualitative factors to assesstiitability, adequacy and
effectiveness of the management and control pegdry those
supervised, management of conflicts of interestldsure of relevant
information and the existence of controls to préveisuse of privileged or
confidential information. Also, conduct continuausnitoring of financial
markets to identify practices or behaviors thaid¢amdermine its
efficiency and transparency, by implementing thesoees.

The Superintendent and Assistant Superintendefitmegt at least every
six months with members of the financial system #wedCentral Bank, to
analyze trends in the financial system and disthesgrinciples and
characteristics of the monitoring process

Request for information

Art. 32 .- The Superintendency, through the Supenitent, Assistant
Superintendents or persons delegated by same,agaye from those
supervised direct access to all data, reports cumdents on its operations
via the means and form set.

When deemed appropriate, the Superintendent mayreatjrect access to
real-time information systems of those monitoredr&bver, without prior
notice, audits, inspections, reviews and any attegrs necessary to
comply with the law may be conducted. In those sageere the
Superintendent observes that the supervisee héishminformation that
does not reflect its true financial situation, padtion of the information
duly corrected must be required without prejuda@ether legal actions to
be initiated.

The Superintendent, through the Superintendentst&sd Superintendents
or persons delegated, may undertake a specialdtispdo verify
supervised aspects of the conduct of businessngl@mmerate to which it
belongs, with the purpose of establishing compkanith legal
requirements, statutory and regulatory requirements

The Superintendent, Assistant Superintendentsrspps delegated, will
inform to the supervised of the deficiencies, eges, irregularities or
infractions noted in its operations, demandingrth@dification in
accordance with regulation, without prejudice toisel on relevant
administrative processes and the application oftiars that might arise
For purposes of this Law, members of the finargjatem may use
microfilm, optical disk, magnetic media, electromedia or any other
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means to file documents and information in ordesftiwiently keep
records , corresponding documents and reportsidirgy securities. The
copies or reproductions that derive from microfibptical disk, magnetic
media, electronic or other means, have the sarndemtiary value as the
originals, provided they are certified by a notary

Regarding the application of requirements ALD / GEmittance
companies, it is clear that they, according toddetP of the law against
money laundering are also regulated entities amd babmitted to the
Legislative Assembly to amend the proposed lavwupgsvision and
regulation of the financial system in accordaneedcordance with the
provisions of Annex 1.

It is required by law that both exchange housektamfer or remittance
centers to conduct CDD in accordance with Arti@e8, 11.12, 13.14, and
specifically Article 10 of the law against monewitalering.

Article 10 paragraph "e" Romans |, Il and IIl, betML Law and
according to the reform proposal (Annex 1) states

Article 10 of the ML Law: The Institutions, in adidin to the obligations
outlined in the preceding article, shall:

a) Identify reliably and with due diligence all usevho require their
services, as well as the identity of any other @ei® entity on whose
behalf they are acting;

b) File and keep documentation of operations feeod of five years,
counted from the date of completion of each traitsac

c¢) Train staff on processes and techniques of mmmdering and assets
so that they can identify anomalous or suspicidustons;

d) Establish internal audit mechanism to verify piemce with the
provisions of this Act;

e) Under the terms provided in Article 4 Paragripr of this Act, the
Banks and Financial Institutions, Securities andHaxge Houses, adopt
policies, rules and mechanism of conduct to berviskby its directors,
officers and employees consisting of:

1) A better understanding of economic activitiesdocted by their clients,
the magnitude, frequency, basic characteristi¢teofactions in which
they are currently involved and in particular abse who made any
demand deposit, installments, savings accountisietiglof goods in trust
or trust funds, or those deposited in safe deposies;

I) State that the volume, value and movementiehtifunds are related to
economic activity thereof

IIl) Report without fail, immediately and adequgted the Attorney
General's Office, through the FIU and the Supeniiéacy, any relevant
information on fund management, the amount or eatarelated to the
economic activity of their customers transactionssers of the amounts
involved, by number, complexity, characteristics special circumstances
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that stray from the usual or conventional patt@msimilar transactions
and that such use could reasonably be concludéd twauld be using or
intending to use the financial institution to trEamxsmanage, use or invest
money or resources from criminal activity

REFORM PROPOSAL:

1) A better understanding of economic activitiesdocted by their clients,
the magnitude, frequency, basic characteristiteokactions in which
they are currently involved and in particular abse who made any
demand deposit, installments, savings accountwetglof goods in trust
or trust funds, or those deposited in safe deposies. Customers at the
request of the institutions will provide any fingadadocumentation,
accounting, tax, representative of the ownerstapsgssion or ownership
of movable and immovable property, proof of wagemcome, and
generally any information that the Commission cdess necessary.

If the client does not provide the information rigqd by this institution or
that the client presents a high risk, shall betledtto terminate the
contractual relationship with that customer.

To be submitted to the standards committee of the éhtral Reserve
Bank the reform project entitled: Technical Standads for the
management of the risks of money laundering and astand terrorist
financing. In which it is established:

CHAPTER IV
CUSTOMER DUE DILIGENCE
Due Diligence.

Art.16. - Entities shall apply due diligence, thisignifying that
the procedures and controls to reliably assess anilentify their
customers and monitor their operations, in order toproperly manage
the risk of ML/ FT. Includes identification of people, the source of funds,
economic activity, geographic location and other formation necessary
to know your customer and transactional profile sding.

Institutions should adopt and implement policies ad
procedures to know their customers, as well as araistomer linkage. It
also should have policies for monitoring and contined follow up of
operations or transactions, for the proper managem® and risk
prevention of ML / FT.

Art.  17.- Institutions should take reasonable step to
implement due diligence procedures to its clientoth individuals and
legal entities, such as

a) Identify Customer reliably using their ID and other basic
information requested by the entities at the time b
recruitment. In the case of legal persons, other #n
identifying them, it should also be understood and
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documented its organizational structure, corporatename
and economic activity conducted by the legal represtative,
shareholders and members of the Board, among others

b) Updated lists of natural or legal persons involvedh crimes
related to ML / FT derived from the publications of local
and international agencies;

c) Verify listings related to countries considered as
jurisdictions of no or low taxation, individuals or companies
linked to criminal acts, including terrorism and or have
been entrusted with prominent public functions in he
country or the country of origin (PEPS) prior to starting any
business establishment or financial prospects;

d) Properly verify the source of funds offered by cusimers,
regardless of financial product or service request to
establish that the source of their funds is lawful;

e) Establish economic profiles of clients on transaatns and
services performed with the entity;

f)  Institutions should identify the ultimate beneficiaies in all
transactions or operations performed by them;

g) Establish continuous procedures for updating geneta
information of existing customers;

h)  Keep detailed records of customers of the entity &t have
been linked to activities of ML/ FT;

i) Perform checks on transactions made by customers daog
the course of the business relationship, in ordemtensure
that transactions conducted correspond to the stateent
made by clients, their business and risk profile dened and
including the origin of the funds and

j)  Monitor constantly customers or users who permanety or
continuously, financial transactions with countries are
considered jurisdictions with low or no taxation.

Extended or enhanced due diligence.

Art. 18.- In case the customer transactional behasr
warrants, organizations must apply extended or enhaced due diligence,
especially in relation to the source of funds and omitor their operations
considering its reasonableness and economic and agustification,
financial information must require support. Among the documents that
may be required are: i) Financial statements ii) Poof of Income iii)
Contracts iv) Tax returns; v) Proof of investment; vi) List of
shareholders or partners; vii) Any other documentaton supporting
client operations.

Request for information and updating

Art. 19.- Customers are obliged to provide the infomation
required by the entities, and to update the documeation provided or
immediately report any changes that may occur
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Institutions according to its policy may provide fa closing the
accounts of their customers, if they do not providehe information
requested within the established timeframe, for wiih they must follow
the procedures set forth in the Commercial Code andhe regulations
protecting the rights of users of financial servics.

Due diligence for clients with financial remittance

Art. 20.- Entities should apply due diligence to cstomers with
the following financial remittance:

a) Those who engage in the recruitment and placement funds
or lending, and

b) Those who only engage in the placement of funds tending
in any form, that on a cumulative basis for a monttperform
operations at or above one hundred thousand U.S. tiars

Request for information to customers with financial
remittance

Art. 21.- In addition to the provisions of the "Handbook of
Financial Investigation Unit to prevent money launering and asset in
financial intermediation institutions" and extended or enhanced due
diligence documentation, institutions shall requireclients with financial
remittance when establishing a business relationghiand generally once
every two years if deemed necessary, the following:

a) Code of ethics or conduct.

b)  Procedures Manual for the prevention of money laundring
and asset, and terrorist financing.

c) Training program for employees on the prevention oimoney
laundering and asset, and terrorist financing.

d) Portfolio of services and products.

e) Details of officials under the company's managemenhames
and positions held.

f)  Details of the members of board of directors or equalent
body, specifying their name, nationality and othergeneral
information.

g) Details of owners, legal and natural persons, witlkequity
equal to or greater than 10%. If owners who are cguorations,
the details of the owners must be provided thereof.

h)  Organizational Chart.

These information requirements shall conform to thelegal
nature of the Client.
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Alternative mechanism

Art. 22.- Institutions may obtain the information set out in the
previous article by questionnaires. They must obtai an affidavit of
compliance from its clients with financial remittance or their legal
representatives in the terms of Exhibit No. 2 of thse Rules

Evaluation

Entities should assess or quantify the risk exposarof ML /
FT, based on the probability of occurrence and impet and materiality
of the risk of ML / FT in its various risk factors, and if they materialize
, with associated risks

The methodologies and tools to estimate or quantifyhe risk of ML / FT
must be in accordance with the risk profile, the gie and nature of its
operations.

Within its methodologies risk matrices shall be desloped based on the
profile of the entity, in which at least previouslyidentify and include
geographic areas, products and services, custome(gdividuals or
corporations), and assign grades whose risks musehlranges between
"High" or "Low", according to the methodology of ca tegorization.

Control and mitigation

Section 13. - At this stage the company must takegasures to
control the risk of ML / FT, must constantly evaluae the effectiveness|
of programs, policies, standards, procedures and &sting internal
controls in place, in case of failure to be effeaté and / or efficient, it
should strengthen or implement new ones, in orderot reduce the
likelihood and impact that could e generated to mafrialize the risk of
ML/ FT.

Monitoring and Communication.

Institutions should provide systematic and timely nonitoring
risk factors for ML / FT, through ongoing monitoring activities,
monitoring to facilitate early detection and corredion of deficiencies in
the steps of risk management ML / FT and develop ports allowing the
evolution of this risk, efficiency and effectivenesof procedures, policies
and controls implemented, likewise must analyze urawal and suspicious
transactions detected in order to, among others ,an be established
where the fault resided in preventing such transa@ns to be conducted
in the entity and in this way strengthen the procedres, policies and
controls adopted, developed and executed
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Risk factors for ML / FT

Art. 15.- Institutions should establish methodologs to

segment risk factors and and identify forms and typlogies through

which this risk could be presented, the main risk gnerating agents ML

| FT, including: customers , products, services, diribution channels,

and location or geographic location, which can beidided into segments

and variables, such as

a) For purposes of determining the risk of customer itmust be
considered, among others, factors such as:

Frequent movements and / or unexplained accounts t
different people.

Frequent movements and / or unexplained funds betvea
people of different geographic locations.

Manufacturers, arms traffickers and intermediaries.
Embassies and Consulates of other countries.

Companies of securities transfer.

Customers whom the entity determines to be Politidly
Exposed Persons (PEPs

Accounts held by third parties (eg, accountants, layers or
other professionals) for their clients, which doesot disclose
the identity of the end user to the bank. In additbn, customer
accounts presented by such third parties may incuhigher
risk cases if the financial institution makes unreaonable use
of "know your customer" and enhanced due diligence.

Lists issued by international bodies indicating indviduals
suspected of criminal activity.

b) For purposes of determining the risk of products ad services it
should be considered, among others, factors such:as

International correspondent banking services involing
international transactions such as payments to pedg who
are not regular customers (eg acting as intermedigrbank)
and package delivery activities.
Services involving the marketing and delivery of cacks and
precious metals
Services inherently providing more anonymity or caneasily
cross borders, such as:

v' Online Banking

v' International transfers,

v' Private investment firms,

v’ Trusts.

Wire transfers
Innovative Products,
Safety Boxes,

D
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. Stock market transactions on behalf of clients,

. International Operations (forex trading, trading desk)

. Purchase of monetary instruments
¢) Among the distribution channels that may pose greater risk are:

. Use of intermediaries or sub-agents,

. ATMs

. Electronic Banking

. Kiosks

. Regional Banking

. Mobile Banking (cell phone use).
The FIU Manual was the subject of analysis by thergities involved in
its application, supervision and execution, for thepurpose of updating
and clarifying the provisions of its content, as wleas preserving the
consistency and scope of same, through a structutieat would facilitate
its application.
Subsequent to the consultation phase among the regpiag entities, it has
been prepared jointly by ABANSA, SSF and the FIU, a‘Proposed
Amendment to the FIU Manual’, falling within the context of
amendments to the Law presented to the Congressthie Republic.
This proposal will be submitted to the office of tle Attorney General of
the Republic for the corresponding approval.

6. PEPs NC

« Absence of provisions related
with PEPs

« Develop and issue specific regulations related thighcontrol
of PEPs taking into consideration all criteria tated by
FATF, as well as reference guides to determinettistalized
control mechanisms in all the regulated system.

Article 9-C .- The term politically exposed perstimt natural person
identified at the beginning or in the course of ¢batractual relationship,
who serves or has served as senior public officitie national territory or
country abroad, including their closest relatiyeer,sons closely associateg

It will continue to consider National Politicallyxgosed Persons, those
who had been listed in that capacity during the years following the yeal
in which they had resigned from office. When thiicef has held the office
of President or Vice President, the timeframe tosttered a PEP is five
years.

The institutions, in accordance with Article 2 bist Act, must establish an
internal policy for the identification of politidglexposed persons, and
must require its customers to update with additiorfarmation about said
condition.

The institutions should have reinforced policied amocedures for
politically exposed persons, designed to complywie diligence,
especially in relation to the origin of their funalsd monitor their
operations considering its reasonableness and stoand legal
justification .

i
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Any business relationship with a politically expdgerson must have prior
authorization, at least, from a senior executigtitation.

Regulation of the Law will develop the contenthistarticle.

However, approval is yet to be received from the Gmress regarding the
requested amendments to the Law and efforts have ee undertaken to
define what could constitute the development of sdipoint in the
Regulation of the Law concerning the content of aitle 9-C pertaining
to PEP’s. Toward that end, a “Proposal for the devepment of the
Regulation” has been prepared in such a manner thait would be a
standard that would clearly simplify the application and control of the
regulation.

This proposal has been analyzed, reviewed and obsed jointly by

ABANSA, the SSF and the FIU. It should be pointed ut that granting

authorization to the competent authority, over cerain amendments
and/or improvements in the Regulation of the Law,lie FIU Manual and
other standards, is in some way subject to the appval by the Honorable
Legislative Assembly of the proposals to amend theaw; however,
efforts are being undertaken proactively in the franework of the
amendment proposal presented, in such a manner thatwould contain
plans or proposals developed to promote advancemeintthe area.

7.
Corresponde
nt bank

NC

» Absence of provisions related
with Correspondence Banks and|
cross-border business

« Develop and issue prudent regulations about patleattivities
of Correspondent Bank in El Salvador taking intocamt all
criteria indicated by FATF.

The SSF approved the standard for the provisi@mooispondent banking
services through the board in session No. CD-284téd July 20, 2011
which is identified as NPB4-51 standard. Schedul&/Rich contains
prudential regulations for potential correspondsartking activities

With respect to banks and sole purpose controlfefam to standard
NPB1-11 was approved which aims to establish minimequirements
and procedures to be followed by domestic bankscangbrations of sole
purpose controllers, so that the SSF authorizes theénvest in
subsidiaries in foreign countries. The reform cstssof specific regulations
requiring financial institutions in the field of MLFT to ensure that their
foreign subsidiaries observe measures consistéimthwime country
requirements and recommendations of FATF. Annex 3

The reform project issued by the standards committe of the Central
Reserve Bank provides as follows:

Risk factors for ML / FT

Art. 15.- Institutions should establish methodologs to
segment risk factors and identify forms and typologes through which
this risk could be presented, the main risk generatg agents ML / FT,
including: customers , products, services, distribtion channels, and
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location or geographic location, which can be divied into segments and

variables, such as
c) For purposes of determining the risk of customer itmust be
considered, among others, factors such as:

Frequent movements and / or unexplained accounts t
different people.

Frequent movements and / or unexplained funds betvea
people of different geographic locations.

Manufacturers, arms traffickers and intermediaries.
Embassies and Consulates of other countries.

Companies of securities transfer.

Customers whom the entity determines to be Politidly
Exposed Persons (PEPs

Accounts held by third parties (eg, accountants, leyers or
other professionals) for their clients, which doesot disclose
the identity of the end user to the bank. In additn, customer
accounts presented by such third parties may incuhigher
risk cases if the financial institution makes unreaonable use
of "know your customer" and enhanced due diligence.

Lists issued by international bodies indicating indviduals
suspected of criminal activity.

d) For purposes of determining the risk of products ad services it
should be considered, among others, factors such:as

International correspondent banking services involing
international transactions such as payments to pedg who
are not regular customers (eg acting as intermedigrbank)
and package delivery activities.
Services involving the marketing and delivery of cacks and
precious metals
Services inherently providing more anonymity or caneasily
cross borders, such as:

v" Online Banking

v' International transfers,

v' Private investment firms,

v’ Trusts.

Wire transfers

Innovative Products,

Safety Boxes,

Stock market transactions on behalf of clients,
International Operations (forex trading, trading desk)
Purchase of monetary instruments

¢) Among the distribution channels that may pose greater risk are:

Use of intermediaries or sub-agents,

D
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. ATMs
. Electronic Banking
. Kiosks
. Regional Banking
. Mobile Banking (cell phone use).

8. New PC Financial Institutions in El Salvador contemplatets policies and

technologies
and business
which are not
face to face

» Absence of specific requirement
for the implementation of
measures for the prevention of
inadequate use of technological
developments.

« The development of the regulation must be consitigre
regulate minimum control mechanisms for operatimasie
through modern technologies.

procedures to prevent money and assets laundéngagpproval of new
products or services, consult the Register offfoompliance, in order to
identify any risk and mitigate it. If the risk isd great, that query it is
decided not to adopt the new product or processoass expeditiously
possible.

The procedure followed is as follows:

The responsible department (usually Products Qirats) prepares a
document that includes the elements of the newymtoat service to be
implemented, including its features and the setiatris targeted. This
document is sent to the different areas involveahtain legal and
compliance opinions.

If the area of compliance demurs to the new produskrvice, it is not
approved. If there are recommendations or charogié$ar
implementation, while these changes are not imphéeak that product or
service is not approved

The draft reform entitled: Standards for managing risks of money
laundering and asset and terrorist financing, estalishes the following
minimum control mechanisms for operations with moden technology
and non face to face business. This project will hgresented in the
following days to the Standards Committee of the Gdral Reserve
Bank for approval. Estimated approval for the monthof November
this year.

Electronic Financial Transactions

Art.27.- The entity providing electronic banking sevices must
keep a log of access and use the system to recond drack transactions
made by the customer. Electronic financial transaddns include those
transactions performed through ATMs, Internet, telgohone transactions
or any other service that may be carried out electinically.

Efforts have begun toward the development of a plaof the system of
demands for compliance to be considered in order toegulate and
control this type of operation. In that regard, ABANSA, SSF and the
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FIU are together designing, analyzing and reviewinga “Proposed
standard for operations conducted through Modern Tehnologies”.

This proposal is being analyzed, reviewed and obsexd jointly by

ABANSA, the SSF and the FIU. It should be pointed ut that granting

authorization to the competent authority, over cerain amendments
and/or improvements in the Regulation of the Law,le FIU Manual and
other standards, is in some way subject to the appval by the Honorable
Legislative Assembly of the proposals to amend theaw; however,
efforts are being undertaken proactively in the franework of the
amendment proposal presented, in such a manner thatwould contain
plans or proposals developed to promote advancemeintthe area.

9. Third party
and
intermediary
submitters

PC

« Lack of specific regulations
concerning the use of
intermediaries that may
accomplish certain CDD
diligences on behalf of FI

Lack of requirements for FI
(Insurance and Money
Transmitters) to “immediately”
obtain CDD information of third
parties given that such entities al
not expressly included in the FIU
instructions

Inadequate
supervision/monitoring of Money
transmitters and paying agents (
whom compliance is conferred)
by transmitter institution for
AML/CFT obligations
compliance.

V]

[=]

Issue specific rules that prohibit or regulateuke of third
parties by FI to accomplish some CDD procedures.

Include Money Transmitters and Insurers in the FIU
Instructions, since is not the possibility to futigmply with
Instructions related with obligations derived frtm Law and
its relevant regulation concerning client knowledge
weakened.

Establish concrete requirements in the provisiespécially
for money transmitters and Insurers) for Fl to indiméely
obtain information of third parties that accompl&BD on
their behalf.

Establish adequate control mechanisms to veriflyttiea
obligation of insurance companies to monitor coampde of
their agents for obligations related with AML/CFIdomplied
with.

Consider the possibility of implementing a systhat
demands remittance senders or money transmitt@ensmétor
operations and compliance with provisions of thgnms
agents (over whom must comply with some CDD eleg)ent

Article 10 of the ML Act is strong and "sufficiegticlear that institutions
in addition to the obligations outlined in the peding article shall have the
following

"Art 10 .- The institutions, in addition to the @gtions set forth in the
preceding article, shall have the following:

a) Identify reliably and with due diligence all usevho require their
services, as well as the identity of any other@er entity on whose
behalf they are acting;

b) File and keep documentation of operations feeod of five years,
counted from the date of completion of each tratiaic

c¢) Train staff on processes and techniques of mmmdering and assets
so that they can identify anomalous or suspicidustons;

d) Establish internal audit mechanism to verify plience with the
provisions of this Act;

e) Under the terms provided in Article 4 Paragrimpr of this Act, the
Banks and Financial Institutions, Securities andHaxge Houses, adopt
policies, rules and mechanism of conduct to be rviskby its directors,
officers and employees consisting of:

1) A better understanding of economic activitiesdocted by their clients,
the magnitude, frequency, basic characteristi¢teofactions in which
they are currently involved and in particular abse who made any
demand deposit, installments, savings accountisietiglof goods in trust
or trust funds, or those deposited in safe deposies;

I) State that the volume, value and movementiehtifunds are related to
economic activity thereof

IIl) Report without fail, immediately and adequgted the Attorney
General's Office, through the FIU and the Supeniiéacy, any relevant
information on fund management, the amount or eatarelated to the
economic activity of their customers transactionssers of the amounts
involved, by number, complexity, characteristics special circumstances
that stray from the usual or conventional patt@fmsimilar transactions
and that such use could reasonably be concludéd twmauld be using or
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intending to use the financial institution to trEamxsmanage, use or invest
money or resources from criminal activity

Also the LD law regulations in Article 4 paragrafati strongly reaffirms
the obligation of institutions to adopt a policyemnsure sufficient
knowledge of their customers in order to achieeedbjectives of the Act
and its regulations

12. DNFBP-
R.5, 6, 8-11

NC

* There are no competent
authorities in ML and FT matters|
that regulate and supervise
DNFBPs.

» There are no provisions that allo
compliance with FATF
Recommendations

¢ Appoint authorities with human resources and malter
adequate allowing efficient regulation and supéowistask of
DNFBPs.

e Issue provisions that allow DNFBPs compliance w IE

obligations indicated in AML Law.

According to Legislative Decree number 592 datedgdgroved in January
2011 Effective on 02 August 2011, which contaireslthw of Supervision
and Regulation of Financial System, provides that3uperintendent of

I inancial System is the body responsible regulaiuth risk-based
supervision. Here are some articles related tantipeementation of this
recommendation

Supervised

7 .- are subject to the provisions of this Act #metefore the supervision o
the Superintendent:

a) The Central Reserve Bank with regard to theipians of paragraph I)
of Article 4 of this Act;

b) Banks incorporated in El Salvador, its overs#fises and subsidiaries,
branches and offices of foreign banks establisheldd country;

¢) Companies in accordance with the law, membefinafcial
conglomerates, or the Superintendent declareddis sicluding both their
holding companies and their member societies;

) Institutions pension fund managers;

e) Insurance companies, their foreign brancheseamthes of foreign
insurance companies established in the country;

f) The stock exchanges, brokerage houses, compidwaiespecialize in the
storage and safekeeping of securities, rating agenastitutions providing
ancillary services to the stock market, the agspégializing in valuation
of securities and general deposit warehouses;

g) The cooperative banks, the savings and crediées and associations
regulated by the Law on Cooperative Banks and $avimd Credit;

h) The Companies of Mutual Guarantees and its ledalancers

i) The companies that offer complementary serviodmancial services of
the members of the financial system, particuldrfse involved as
investors;

j) The management companies or operators of paysystéms and
securities settlement;

k) The Social Housing Fund and the People's Nattidnasing Fund;

I) The INPEP and ISSS, the latter with regard ®Riblic Pension Systen
the System of Occupational Risks and Health technéserves;

m) The Social Welfare Institute of the Armed Forces

n) The Agricultural Development Bank, the Mortg&gnk of El Salvador,
SA, and Multisectoral Investment Bank;

0) The Salvadoran Investment Corporai
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p) The currency exchange houses;

q) The securitization;

r) The Deposit Insurance Institute and the Sabitafiund and Financial
Empowerment in all matters relating to its laws aggllations;

s) Products and services;

t) Other institutions and operations by the law.

When reference is made to the financial systenmantial system
members it should be understood to be those mettionthe previous
paragraphs

They are also subject to the supervision of theeBofendent of operationg
carried out by bodies and institutions listed ab@agewell as members of
the administrative, legal representatives, agefisers, directors,
managers, internal auditors and other personnéieofnembers of the
financial system. Also to be monitored, whetheispas or companies, are|
external auditors, companies specialized in progdiredit information
services operating in El Salvador, insurance bkagents brokers,
stockbrokers, the stock positions, and the licemseferred to the Law on
Commodity Exchanges and Services, the pensioncgeagents, experts,
actuaries, auditors, liquidators and other proéesss, specifically
regarding the performance of their functions andises in the members o
the financial system.

Also subject to supervision by the Superintendeareyissuers of publicly
offered securities, with particular emphasis irtieh to compliance with
the obligations imposed by laws, regulations actré&al exchanges.

When the text of this Act refers to the supervigethonitored, should be
understood are those mentioned in this article

Art. 37 .- Those supervised must provide, upon estjaf the
Superintendent, by any means it deems appropwittegut offering any
confidential or proprietary, the review of its husss, acts, operations,
assets, books, accounts, files, documents , camedspce, databases and
information systems in all matters pertaining ttvéty monitoring

Also, their administrators and staff must providigon request of the
Superintendent, all the information and explanatioecessary to clarify
any matter within its jurisdiction, mandatory tmpide the assistance that
it requests.

Supervisees and their shareholders should proVlidtd@mation necessary
to keep the public registers referred to in theslaaverning them, on time
and in the manner to be determined.

Employers of members of the Pension Savings SyatehiPublic Pension

System should indicate a specific location in tiy @f San Salvador for
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notifications, or where appropriate, to commissaguerson residing in that|
city to hear and present or remove documents anlibbalf.

Art.38 .- The directors, administrators, staff mensgand managers of the
financial system who contravene the provisionswfs, regulations or
standards or any act or omission causing injutiiécsaid member or
others, shall be punished in accordance with theigions of this Act,
without prejudice to the responsibility to them éamages caused.

Shall be punished in a similar manner to those dikclose or divulge any
information that is privileged or subject to segrabout the business, acts
and operations of the members of the financiaksysir on the matters
communicated to them, or take advantage of therimdtion for personal
gain or third parties, without prejudice to anymainal penalties that may b
applicable.

Not included in the foregoing paragraph, the infation required by the
judicial authorities, the Attorney General's Offemed other authorities in
the exercise of his legal authority, or give appiaip information to the
public as provided by law

Nor to be provided to the Superintendent with respethe information
service of bank credit, as determined by this Laa @ther applicable laws
as well as information that is required by foresypervisory bodies in the
exercise of its powers.

The information required by the tax offices will pevided by those
supervised in accordance with the stipulationsiefdpecial law that
regulates this matter.

The members of private sector financial systemvljointly liable for the
damages caused to third parties who acts or omissibits directors,
managers, officers and employees in the exerciieeaffunctions.
Regarding the members of the public sector's filghsgstem, they will
respond according to the provisions of Article 24%he Constitution.

With respect to DNFBP's, like the Financial Investjation Unit, efforts
have been undertaken to develop closer relations thi the sector, in
coordination with the Superintendency of the Finan@l System and with
support from Organizations such as the CFATF and O®A, in such a
manner that we have achieved the following:

. An initial approach with the reporting entities (DNFBP's), through
the “Training course targeting Designated Non-Finagial
Businesses and Professions (DNFBP’s)” with suppoftom the
Caribbean Financial Action Task Force (CFATF) and he
Government of the Kingdom of Spain, held on Septendy 17-21,
2012.

. Regional Approach at the level of Financial Invesgation Units and
Supervisors through the “Regional Workshop on Superision to
Prevent Money Laundering and Combat Terrorist Finarcing for

11
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DNFBP’s”, with support from the Technical Assistane Office of
the Treasury of the United States, held on April 8, 2013.
16.DNFBP—| NC | | Thereis no regulation on the + DNFBPs must be required to report suspicious ofpermand | In accordance with Article 2 of the LCDLA APNFDStradl regulated
R.13-15& 21 entities are to report suspicious transactions gvew proposed

matter of prevention and
detection of ML and FT
applicable to DNFBPs.

» There are no authorities
empowered to accomplish
regulation and supervision tasks
of DNFBPs.

keep internal controls for the prevention and dete@f
operations related with ML and FT T, in terms & firovisions
contained in Recommendation 16 of FATF.

amendment to include the rest of APNFDS in the $eestablished by
FATF. Annex 1 has been presented to the Legisl#tssembly dated
August 12, 2011

According to Article 31 and 32 of the Law of Supsion and Regulation
of Financial System, the authority empowered talsg and supervise
APNFDS is the Superintendent of Financial SystehesE articles read as|
follows:

Supervision

Art.31 .- The Superintendent and Assistant Supemiténts will identify
and develop the principles and characteristichk®itonitoring process,
objectives and stages to be covered and made ktwthie members of the|
financial system, the criteria and policies adoptenplement risk-based
supervision and to verify compliance with the lefyamework, taking into
account international best practices. The Superiteiet and Assistant
Superintendents appreciate the technical contabston the subject made
by the members of the financial system.

By defining the policies and criteria under whicipsrvision will be
conducted, the Superintendent and Deputy Supedatds should conside
quantitative and qualitative factors to assesstiitability, adequacy and
effectiveness of the management and control peddrny those
supervised, management of conflicts of interestldsure of relevant
information and the existence of controls to préveisuse of privileged or
confidential information. Also, conduct continuausnitoring of financial
markets to identify practices or behaviors thaid¢amdermine its
efficiency and transparency, by implementing thesoees.

The Superintendent and Assistant Superintendefitmegt at least every
six months with members of the financial system #wedCentral Bank, to
analyze trends in the financial system and disthesgrinciples and
characteristics of the monitoring process

Request for information

Art. 32 .- The Superintendency, through the Supemnitent, Assistant
Superintendents or persons delegated by same,agaye from those
supervised direct access to all data, reports cumients on its operations
via the means and form set.

When deemed appropriate, the Superintendent mayreedjrect access to
real-time information systems of those monitoredr&bver, without prior
notice, audits, inspections, reviews and any aitegss necessary to
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comply with the law may be conducted. In those sageere the
Superintendent observes that the supervisee héishrdinformation that
does not reflect its true financial situation, padtion of the information
duly corrected must be required without prejudeether legal actions to
be initiated.

The Superintendent, through the Superintendentst&sd Superintendents
or persons delegated, may undertake a specialdtispdo verify
supervised aspects of the conduct of businessngl@merate to which it
belongs, with the purpose of establishing compkanith legal
requirements, statutory and regulatory requirements

The Superintendent, Assistant Superintendentsrspps delegated, will
inform to the supervised of the deficiencies, sses, irregularities or
infractions noted in its operations, demandingrth@dification in
accordance with regulation, without prejudice toisel on relevant
administrative processes and the application oft&ars that might arise
For purposes of this Law, members of the finargyatem may use
microfilm, optical disk, magnetic media, electromedia or any other
means to file documents and information in ordesffiwiently keep
records , corresponding documents and reportsidirgy securities. The
copies or reproductions that derive from microfibptical disk, magnetic
media, electronic or other means, have the sarndemtiary value as the
originals, provided they are certified by a notary

Currently under debate in Congress the bill that ains to regulate
cooperatives about 734 of which are located in s@ited non-financial
businesses and professions designated, thereby enbiag the
recommendations 12, 16 and 24 , since they fall Wit the scope of
supervision, regulation and if necessary punishablfer breach under
AML / CFT legislation.

The main debate centers on which of the institution should be the
body responsible to perform an audit, which could wll be the
Superintendency of the Financial System (SSF), ohé National
Institute of Cooperative Development (INSAFOCOOP).

For further illustration we provide the following | ink:
http://elmundo.com.sv/rechazan-que-ssf-vigile-coopativas

With respect to DNFBP’s, like the Financial Investyation Unit, efforts
have been undertaken to develop closer relations thi the sector, in
coordination with the Superintendency of the Finan@l System and with
support from Organizations such as the CFATF and O®A, in such a
manner that we have achieved the following:

. An initial approach with the reporting entities (DNFBP’s), through
the *“Training course targeting Designated Non-Finagial
Businesses and Professions (DNFBP’s)” with suppoftom the
Caribbean Financial Action Task Force (CFATF) and he
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Government of the Kingdom of Spain, held on Septendy 17-21,
2012.

. Regional Approach at the level of Financial Invesgation Units and
Supervisors through the “Regional Workshop on Superision to
Prevent Money Laundering and Combat Terrorist Finarcing for
DNFBP’s”, held on April 8-9, 2013, with support from the
Technical Assistance Office of the United States €asury in
preparing a country assessment and proposals to retjte these
matters. (See attached file Plan of Action El Saldor DNFBP's).

17.
Sanctions

» With respect to remittance entitig
and non banking financial entitie
not supervised by the SSF and §
there is no sanctioning regime
extended and proportional to the
seriousness of the offenses
committed concerning
noncompliance with AML-CFT
regulations

There is no possibility of non
monetary sanctions or the closin
of violating entities, as well as
sanctions to officers thereof due
to specific noncompliance in the
prevention of AML and FT, when
dealing with remittance entities
and non banking financial entitie
not supervised by the SSF and
SS.

5+ Develop effective, proportional and dissuasive ftgrechemes

L in accordance with the type of offenses committeiteria for the

Sincrease of the sanction in the penalty and in o&sslapsing clea
and timely application mechanisms.

 Establish a statistic system of applied sancti@esm@ing to the
type of entity, type of seriousness and lack andwarhof applied
sanctions.

° Define sanctions mechanisms for entities whichretesubject
to the supervision of specific entities such isahse of remittancg
companies and trade entities.

« Regulate sanction schemes for officers, directord,high level
management regulated entities that through thejligence does
not comply with requirements to combat ML and FT.

¢ Consider the application or inclusion of non monetsenalties
for the noncompliance with AML/LFT requirements fentities
not subject to authorization requirements by SSFSdrwhich
includes a process to delete from the registrages of reincidenc
or serious offense of the Law.

h

There has been a bill to the Legislative Assemblhe effect for the
reform of the law on supervision and regulationthef financial system to
include remittances as members of the financiaksyswhich according to
Articles 2, 7, 31, 32, 37 and 38 of the Act, shhallauthorized, supervised
and regulated by the SSF.

The LSRSF establishes sanction system ranging &ramitten reprimand
to the revocation of the authorization has beentgrhto members of the
financial system, including APNFDS and remitteraatordance with
Article 7 of the LSRSF

21.

PC

There are no obligations for Fls {
pay special attention to
commercial relations and
transactions with persons from
and in other countries where
FATF Recommendations are no
applied, or are insufficiently
applied

0 * Expressly establish the obligation that FIs payepattention
to commercial relations and transactions with iidlials of
other countries that do not apply FATF Recommendatior
if applied, do so insufficiently- and consequenthe
obligation that in case the operations do not lzavepparent
economic purpose, examine background and purpcsechf
transactions, including conclusions in writing anailable for
authorities. Likewise, they shall leave evidencepply

The SSF approved the standard for the provisiaron®spondent banking
services through the board in session No. CD-284téd July 20, 2011
which is identified as NPB4-51 standard. Annex Riol contains
prudential regulations for potential correspondsantking activities.

With respect to banks and sole purpose controltefam for standard
NPB1-11 was approved which aims to establish minimequirements
and procedures to be followed by domestic bankscargbrations sole
purpose controllers, so that the SSF authorizems theénvest in
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appropriate countermeasures in case of the aborganed

persons.

subsidiaries in foreign countries. The reform csissof specific regulations
requiring financial institutions in the field of MLFT to ensure that their
foreign subsidiaries observe measures consistémtweime country
requirements and recommendations of FATF. Annex 3.

Proposed amendment of Rule NPB4-51 to comply véitommendation 21
on "special attention for higher risk countries$ feeen submitted to the
Standards Committee of the Central Reserve Bank,

Reform proposal.

Principles on Correspondent Banking

Art. 6. - In order to prevent the risk of moneyrdering and financing of
terrorism , local correspondent banking relatiopshiith correspondent
banking customer must maintain transparent, cledidacumented
relationships, so as not to place the companystpaters and shareholders
at risk, and consequently the country's finandgtitity.

The regulated entities shall pay special attentmbusiness relations and
transactions with individuals or companies and otfirgancial institutions
of/at countries that do not apply the FATF Recondaéans, or do so
insufficiently.

Should regulated entities detect transactions kt@ate no visible apparent
economic or lawful purpose, they should considethée greatest extent
possible, the background and purpose of such aetions. If after the
analysis it is concluded that it is a suspiciowsaction, the
corresponding report must be submitted.

The Superintendence, by itself or by order of timacial Investigation
Unit of the Attorney General's Office shall notifi regulated entities on
their concerns regarding weaknesses in the AMLT €fstems of other
countries, and establish countermeasures to agplgXample:

a) Stringent requirements for identifying clientdanhancement of
warnings, including specific financial warningslated with certain
jurisdictions, in order that the regulated entitiekentify the beneficial
owners before business relationships are estaldistith individuals or
corporations from these countries.

b) Improve reporting mechanisms or instruct theeysitic reporting of all
financial transactions on the basis that it is mbkely that financial
transactions with these countries are suspicious;

¢) not give authorization for the establishmengubsidiaries or branches
or representative offices of financial institutioinem countries that do not
have adequate anti-money laundering and financirtgroorism systems;
d) Advise the non-financial sector businessesttaasactions with
individuals or companies or within a given coummight run the risk of
money laundering.

e) Limit business relationships or financial trangans with the identified
country or persons identified in that country.
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The proposed amendment to rule NPB4-51 was appioy#ite standards
committee of the Central Reserve Bank off B@ril, 2012, effective as of
May 14, 2012.
22. PC « Develop regulations referring to AML-CFT measur@§&oreign | The SSF approved the standard for the provisiarookspondent banking

* There has not been a specific
regulation developed concerning|
AML-CFT regulation to Foreign
Branches or Affiliates

Branch and Affiliates of FI.

services through the board in session No. CD-284téd July 20, 2011
which is identified as NPB4-51 standard. Annex Biclw contains
prudential regulations for potential correspondsrtking activities.

With respect to banks and sole purpose controltefam for standard
NPB1-11 was approved which aims to establish minimequirements
and procedures to be followed by domestic bankscarngbrations sole
purpose controllers, so that the SSF authorizems theénvest in
subsidiaries in foreign countries. The reform csissof specific regulations
requiring financial institutions in the field of MLFT to ensure that their
foreign subsidiaries observe measures consistéimthwime country
requirements and recommendations of FATF. Annex 3.

Proposed modification of the standard NPB4-11, ¢etthe essential
criteria 22.1.1, 22.1.2 and 22.2 of the Methodolbgg been submitted to
the Standards Committee of the Central Reserve Bank

Reform proposal.

Article 16-A. - By investing in subsidiaries or w#s abroad it should be
required that these subsidiaries or offices ofreklm holding company
incorporated in El Salvador observe, watch andpgmrith all anti-
money laundering and financing of terrorism measim accordance with
the requirements of the country and the Recommandadf the Financial
Action Task Force (FATF)

Banks must pay particular attention to the facttiwés principle is
observed with respect to their branches and suaasét in countries that
do not apply the FATF Recommendations, or do sdeigaately.

Where the minimum requirements of anti-money latmgl@and financing
of terrorism in El Salvador and the State in whilth branch or subsidiary
located differ, the higher standard should be aggplito the extent that the
laws and regulations of the State that is locatethe branch or subsidiary|
will allow.

Banks must report to the Superintendence whenkeearase that a branch
or subsidiary is unable to observe adequate antieydaundering and
financing of terrorism measures, due to prohilis®f laws, regulations
and other measures enforced in the State wherkrtireh or subsidiary is
located.
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The proposed amendment to rule NPB4-51 was apptoyéue standards
committee of the Central Reserve Bank ofi A0ril, 2012, effective as of
May 14, 2012

é?" lati PC « Insufficient resources (persongl, « Provide supervision entities with human resoureghhology | ¢ Amend the law of the Superintendencia del Sisteimari€iero to give it

egu ap_on, equipment, training) by and training sufficient to comply with legal obligans related authority to monitor and penalize these compaiies draft is finalized
Smuoprﬁ[glr?:;n’ supervision entities to accomplish ~ with AML- CFT matters. for presentation to the Legislature.

their oversight functions.

Lack of control and supervision d
remittance entities and other no
banking financial entities that d
not form part of a Financia
Conglomerate

Reinforce compliance supervision of AML-CFT of peetive
nature and review the obligation of SSF to analyfamation
submitted by regulated entities and in turn suledito FIU
whenever there is warning that in reported openatare
irregular or suspicious in accordance with the fmions
contained in Article 8 of the Regulation of Anti-Mey
Laundering Law, being this an essence a tasksWirF|
addition to imply large operative burden given ldnek of
available resources.

Reinforce AML-CFT compliance supervision from the
preventive view point and review the supposed déiySF to
analyze irregular or suspicious operations, sihiei$ the
essential tasks of FIU.

Develop supervision methods and manuals basedks ri
adequate to specific conditions of the differepety of
regulated entities.

C23.1. Reconsider the convenience and efficacyainy
granted in Law of FIU regulatory powers in term3viif-FT
concerning financial institutions and evaluatebessibility to
assign them to the relevant supervision entitigscialized in
financial matters.

C 23.1 and C 23.2 Place all non-banking finanaiéities
which are not part of financial conglomerates aredrent
subject to control entities, under the regulatiod aupervision
of an entity with the sufficient capacity and resas to do so.

C23.5 and 23.6 Remittance entities for their imgroce must
have a special registration, receive license peani be ruled
by a supervision entity in order to guarantee c@ampk with
legal AML/ CFT requirements.

Intensify the supervision of national FI with adizs abroad
and increase the use of memorandums of understaimdin
matters supervision to facilitate consolidated $taider
supervision.

Ensure in inspection that insurance and guaramepanies
comply with the training obligation in AML/LFT tops for
their agents and brokers, priorizing those who ptccash from
clients and the detection and notice of irregutesuspicious
activities.

[Note by the Secretariat: it is not clear which pamies referred]

Article 31 of LSRSF establishes:
Supervision

Art.31 .- The Superintendent and Assistant Supemiténts will identify
and develop the principles and characteristichk®itonitoring process,
objectives and stages to be covered and made kiwthie members of the
financial system, the criteria and policies adopteinnplement risk-based
supervision and to verify compliance with the lefyamework, taking into
account international best practices. The Superiteiet and Assistant
Superintendents appreciate the technical contabston the subject made|
by the members of the financial system.

By defining the policies and criteria under whictpsrvision will be
conducted, the Superintendent and Deputy Supedates should conside
quantitative and qualitative factors to assesstiitability, adequacy and
effectiveness of the management and control pegdrny those
supervised, management of conflicts of interestldsure of relevant
information and the existence of controls to préveisuse of privileged or
confidential information. Also, conduct continuausnitoring of financial
markets to identify practices or behaviors thatdamdermine its
efficiency and transparency, by implementing thesoees.

The Superintendent and Assistant Superintendelfitmet at least every
six months with members of the financial system #uwedCentral Bank, to
analyze trends in the financial system and disthesgrinciples and
characteristics of the monitoring process.

It is important to clarify that the regulation emanates not only from the
Financial Investigation Unit through specific guiddines that are
established in the FIU Manual, but also through spefic regulations
outlined by the supervisory entity, the SSF.

With respect to DNFBP’s (Remittance Companies), li& the Financial
Investigation Unit, in coordination with the Superintendency of the
Financial System and with support from the TechnicbAssistance Office
of the United States Treasury, a country assessmeahd proposals to
regulate these matters have been prepared, usingRegional approach
at the level of Financial Investigation Units and 8pervisors through the
“Regional Workshop on Supervision to Prevent Money.aundering and
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Combat Terrorist Financing for DNFBP’s”, held on April 8-9, 2013. (See
attached file Plan of Action El Salvador DNFBP’s).

24. DNFBP- | NC ; P ; ; ; : According to Legislative Decree number 592 dateddruary 2011 was

. » There is no regulation in terms ¢f « DNFBPs, including casinos must be subject to alatgry and - D

regulat!o_n, prevention and detection of ML  supervision framework in terms of ML and FT, thrbug a]E)proved _a_nd ma(tjje effe(I:tl\_/e onf02 AUQQSl‘t 2011’“@3“‘3'#5 tl;]e Law

suzerwswn and FT applicable to DNFBPs. authorities legally empowered for such purposevwitta o Sup_erwscljon anf Regu at;on o F|nanct:]|a b‘c’)éStme' I e?t att Ie .

and « N hority i d provisions and rules that allow adequate complianittethis | SuPerintendent of Financial System is the bodyaesiple for regulation

monitoring 0 authority is empowered t o o dation and risk-based supervision. Here are some artielated to the

accomplish regulation an
supervision of DNFBPs.

implementation of this recommendation

Supervised

7 .- are subject to the provisions of this Act #metefore the supervision o
the Superintendent:

a) The Central Reserve Bank with regard to theipians of paragraph I)
of Article 4 of this Act;

b) Banks incorporated in El Salvador, its oversefises and subsidiaries,
branches and offices of foreign banks establishedd country;

¢) Companies in accordance with the law, membefinafcial
conglomerates, or the Superintendent declaredchs sicluding both their
holding companies and their member societies;

) Institutions pension fund managers;

e) Insurance companies, their foreign brancheseamthes of foreign
insurance companies established in the country;

f) The stock exchanges, brokerage houses, compidwaiespecialize in the
storage and safekeeping of securities, rating agenastitutions providing
ancillary services to the stock market, the agspégializing in valuation
of securities and general deposit warehouses;

g) The cooperative banks, the savings and crediées and associations
regulated by the Law on Cooperative Banks and $awimd Credit;

h) The Companies of Mutual Guarantees and its ledalancers

i) The companies that offer complementary serviodmancial services of
the members of the financial system, particuldrbse involved as
investors;

j) The management companies or operators of paysystems and
securities settlement;

k) The Social Housing Fund and the People's Nattidnasing Fund;

I) The INPEP and ISSS, the latter with regard ®Riblic Pension Systen
the System of Occupational Risks and Health technéserves;

m) The Social Welfare Institute of the Armed Forces

n) The Agricultural Development Bank, the Mortg&gnk of El Salvador,
SA, and Multisectoral Investment Bank;

0) The Salvadoran Investment Corporation;

p) The currency exchange houses;

q) The securitization;

r) The Deposit Insurance Institute and the Sabitaiund and Financial
Empowerment in all matters relating to its laws aggllations;

s) Las bolsas de productos y servicios; y
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t) Las demas entidades, instituciones y operaciqnesefalen las leyes.
Cuando se haga referencia al sistema financiero®iategrantes del
sistema financiero debera entenderse que son lesionados en los
literales anteriores.

s) products and services;

t) Other institutions and operations by the law.

When reference is made to the financial systenmantial system
members should be understood are those mentiorted previous
paragraphs.

They are also subject to the supervision of theeBofendent of operationg
carried out by bodies and institutions listed ab@agewell as members of
the administrative, legal representatives, agefiisers, directors,
managers, internal auditors and other personnéheofnembers of the
financial system. Also to be monitored, whetheispas or companies, are|
external auditors, companies specialized in progdiredit information
services operating in El Salvador, insurance bjlkagents brokers,
stockbrokers, the stock positions, and the licemseferred to the Law on
Commodity Exchanges and Services, the pensioncgeagents, experts,
actuaries, auditors, liquidators and other proéesss, specifically
regarding the performance of their functions andlises in the members o
the financial system.

Also subject to supervision by the Superintendeeyissuers of publicly
offered securities, with particular emphasis imtieh to compliance with
the obligations imposed by laws, regulations actré&al exchanges.

When the text of this Act refers to the supervisechonitored, should be
understood are those mentioned in this article

Art. 37 .- Those supervised must provide, upon estjaf the
Superintendent, by any means it deems appropwittegut offering any
confidential or proprietary, the review of its huesss, acts, operations,
assets, books, accounts, files, documents , camedspce, databases and
information systems in all matters pertaining ttvéty monitoring

Also, their administrators and staff must providigon request of the
Superintendent, all the information and explanatioecessary to clarify
any matter within its jurisdiction, mandatory tmpide the assistance that
it requests.

Supervisees and their shareholders should proVlidtdamation necessary
to keep the public registers referred to in theslaaverning them, on time
and in the manner to be determined.

Employers of members of the Pension Savings SyatehiPublic Pension

System should indicate a specific location in tiy @f San Salvador for
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notifications, or where appropriate, to commissaguerson residing in that|
city to hear and present or remove documents anlibbalf.

Art.38 .- The directors, administrators, staff mengand managers of the
financial system who contravene the provisionswfs, regulations or
standards or any act or omission causing injutiréosaid member or
others, shall be punished in accordance with theigions of this Act,
without prejudice to the responsibility to them étmmages caused.

Shall be punished in a similar manner to those gikdose or divulge any
information that is privileged or subject to segrabout the business, acts
and operations of the members of the financiaksysir on the matters
communicated to them, or take advantage of thenmdton for personal
gain or third parties, without prejudice to anymanal penalties that may b
applicable.

Not included in the foregoing paragraph, the infation required by the
judicial authorities, the Attorney General's Offemed other authorities in
the exercise of his legal authority, or give appiatp information to the
public as provided by law

Nor to be provided to the Superintendent with respethe information
service of bank credit, as determined by this Laa @ther applicable laws
as well as information that is required by foregmipervisory bodies in the
exercise of its powers.

The information required by the tax offices will pevided by those
supervised in accordance with the stipulationsiefdpecial law that
regulates this matter.

The members of private sector financial systemvljointly liable for the
damages caused to third parties who acts or omsssibits directors,
managers, officers and employees in the exercifieeoffunctions.
Regarding the members of the public sector's filghsgstem, they will
respond according to the provisions of Article 24%he Constitution.

With respect to DNFBP's, like the Financial Investjation Unit, efforts
have been undertaken to develop closer relations thi the sector, in
coordination with the Superintendency of the Finanial System and with
support from Organizations such as the CFATF and O®A, in such a
manner that we have achieved the following:

. An initial approach with the reporting entities (DNFBP's), through
the *“Training course targeting Designated Non-Finagial
Businesses and Professions (DNFBP’s)” with suppoftom the
Caribbean Financial Action Task Force (CFATF) and he
Government of the Kingdom of Spain, held on Septendy 17-21,
2012.

. Regional Approach at the level of Financial Invesgation Units and
Supervisors through the “Regional Workshop on Superision to
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Prevent Money Laundering and Combat Terrorist Finarcing for
DNFBP’s”, held on April 8-9, 2013, with support from the
Technical Assistance Office of the United States €asury in
preparing a country assessment and proposals to retjte these
matters. (See attached file Plan of Action El Saldor DNFBP's).

25. Guides NC

and FeedbacK

FIU and other competen
authorities do not accomplis

feedback processes to reportingdocuments in order for the regulated parties teeiage AML/CFT

entities.
No updated guides or guideling

have been issued to suppd
regulated  entities in  thg
compliance  with  AML-CFT
regulations

FIU has not given feedback f{
entities about quality an
timeliness of suspiciou
transaction reports.

No guidelines have been issued f
any type of DNFBPs.

t © Supervision authorities together with FIU and othecessary]
L authorities must indicate guidelines, guides andhrial

obligations, particularly with respect to new MLART risks,
sMLU/FT techniques and methods in the stages of dzgéian and
rpreparation of money laundering. This would helgnplement
CDD requirement in function of risk according tcetitype of
regulated entity.

D« FIU should develop training meeting or workshopiostruct
regulated parties on the quality, timeliness, axactness of the
suspicious or irregular operations reports, takitig account bes
practices of FATF on information mechanisms.

or

¢ In addition to issue regulation necessary to impgletr]
obligations contained in Law for DNFBP must issudglines
adequate to the nature of such institutions

According to Legislative Decree number 592 dateddruary 2011 was
approved and made effective on 02 August 2011, wbidntains the Law
of Supervision and Regulation of Financial Systprayvides that the
Superintendent of Financial System is the bodyaesible for regulation
and risk-based supervision. Here are some artielated to the
implementation of this recommendation

Supervised

7 .- are subject to the provisions of this Act #metefore the supervision o
the Superintendent:

a) The Central Reserve Bank with regard to theipians of paragraph I)
of Article 4 of this Act;

b) Banks incorporated in El Salvador, its oversefises and subsidiaries,
branches and offices of foreign banks establishédd country;

¢) Companies in accordance with the law, membefinafcial
conglomerates, or the Superintendent declaredchs sicluding both their
holding companies and their member societies;

) Institutions pension fund managers;

e) Insurance companies, their foreign brancheseanches of foreign
insurance companies established in the country;

f) The stock exchanges, brokerage houses, compidwaiespecialize in the
storage and safekeeping of securities, rating aggnastitutions providing
ancillary services to the stock market, the agspégializing in valuation
of securities and general deposit warehouses;

g) The cooperative banks, the savings and credigétes and associations
regulated by the Law on Cooperative Banks and $avimd Credit;

h) The Companies of Mutual Guarantees and its lefalancers

i) The companies that offer complementary serviodmancial services of
the members of the financial system, particuldrbse involved as
investors;

j) The management companies or operators of paysystems and
securities settlement;

k) The Social Housing Fund and the People's Natidoasing Fund;

I) The INPEP and ISSS, the latter with regard ®Riblic Pension Systen
the System of Occupational Risks and Health technéserves;

m) The Social Welfare Institute of the Armed Forces

n) The Agricultural Development Bank, the Mortg&snk of El Salvador,
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SA, and Multisectoral Investment Bank;

0) The Salvadoran Investment Corporation;

p) The currency exchange houses;

q) The securitization;

r) The Deposit Insurance Institute and the Sanitafiund and Financial
Empowerment in all matters relating to its laws aggllations;

s) Las bolsas de productos y servicios; y

t) Las demas entidades, instituciones y operaciqunesefialen las leyes.
Cuando se haga referencia al sistema financiero®iategrantes del
sistema financiero debera entenderse que son lesionados en los
literales anteriores.

s) products and services;

t) Other institutions and operations by the law.

When reference is made to the financial systenmantial system
members should be understood are those mentiortked previous
paragraphs.

They are also subject to the supervision of theeBofendent of operationg
carried out by bodies and institutions listed abagewell as members of
the administrative, legal representatives, agefiisers, directors,
managers, internal auditors and other personnéieofnembers of the
financial system. Also to be monitored, whetherspas or companies, are
external auditors, companies specialized in progdiredit information
services operating in El Salvador, insurance bjlkagents brokers,
stockbrokers, the stock positions, and the licemseferred to the Law on
Commodity Exchanges and Services, the pensioncgeagents, experts,
actuaries, auditors, liquidators and other proéesss, specifically
regarding the performance of their functions andises in the members o
the financial system.

Also subject to supervision by the Superintendeareyissuers of publicly
offered securities, with particular emphasis iratieh to compliance with
the obligations imposed by laws, regulations actrié&al exchanges.

When the text of this Act refers to the supervigethonitored, should be
understood are those mentioned in this article

Art. 37 .- Those supervised must provide, upon estjaf the
Superintendent, by any means it deems appropwitteyut offering any
confidential or proprietary, the review of its uess, acts, operations,
assets, books, accounts, files, documents , camédspce, databases and
information systems in all matters pertaining ttvéty monitoring

Also, their administrators and staff must provigieon request of the

f

Superintendent, all the information and explanatioecessary to clarify
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any matter within its jurisdiction, mandatory tmpide the assistance that
it requests.

Supervisees and their shareholders should prollidtdamation necessary
to keep the public registers referred to in theslaaverning them, on time
and in the manner to be determined.

Employers of members of the Pension Savings SyatehiPublic Pension
System should indicate a specific location in ity @f San Salvador for
notifications, or where appropriate, to commissaguerson residing in that|
city to hear and present or remove documents antibbalf.

Art.38 .- The directors, administrators, staff mengand managers of the
financial system who contravene the provisionswfs, regulations or
standards or any act or omission causing injutiiécsaid member or
others, shall be punished in accordance with theigions of this Act,
without prejudice to the responsibility to them éamages caused.

Shall be punished in a similar manner to those gikdose or divulge any
information that is privileged or subject to segrabout the business, acts
and operations of the members of the financiaksysir on the matters
communicated to them, or take advantage of thenmdton for personal
gain or third parties, without prejudice to anymanal penalties that may b
applicable.

Not included in the foregoing paragraph, the infation required by the
judicial authorities, the Attorney General's Offaed other authorities in
the exercise of his legal authority, or give appiaip information to the
public as provided by law

Nor to be provided to the Superintendent with respethe information
service of bank credit, as determined by this Lad aether applicable laws
as well as information that is required by foregmipervisory bodies in the
exercise of its powers.

The information required by the tax offices will pvided by those
supervised in accordance with the stipulationiefdpecial law that
regulates this matter.

The members of private sector financial systemvgljointly liable for the
damages caused to third parties who acts or omissibits directors,
managers, officers and employees in the exerciieeaffunctions.
Regarding the members of the public sector's filghsgstem, they will
respond according to the provisions of Article 24%he Constitution.

The information required by the tax offices will pevided by supervised
in accordance with the stipulations of the spdeialthat regulates this
matter.

The members of private sector financial systentlypifable for the
damages caused to third parties who acts or omissibits directors,
managers, officers and employees in the exercifieeoffunctions.
Regarding the members of the financial system
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public respond according to the provisions of Aeti245 of the
Constitution.

In coordinating the efforts of ABANSA, the SSF andhe FIU, a feedback
activity has been planned with banks, non-bankingifiancial institutions,
PFA’s and Credit Cards, focusing on Suspicious Opation Reports”
This feedback will focus primarily on strengtheningthe aspects to be
considered in an operation that is going to be repted as suspicious, the
weaknesses, strengths and opportunities for improng the current
reports, in addition to which, statistics on what$ currently reported by
institutions will be presented and guidelines wilbe established on the|
manner in which institutions should report a suspitous operation. Said
activity is scheduled to take place during the firsweek in June 2013.

26. FIU

PC

Simultaneous delivery of STR
both to FIU as to SSF which affe
confidentiality of reports and
creates parallel FIU in othe|
entities. The number of officer,
that make up FIU, and the|
capacity to analyze information i
very reduced relative to th
number of reports received.

FIU has insufficient autonomy ti
accomplish its tasks. Attorne
General of the Republic frequent
removes attorneys from FIU t
assign it to other tasks of th
Attorney General’s Office and i
empowered to give instructions
FIU about which cases ar

considered priority and which nof.

There is no adequate access
databases of public entities al
private subjects authorized by M
Law

There is no operative divisio
among analysis and criming
investigation, with the judicial
function having higher priority|
which reflects lack of technicg
autonomy in the essential work f

T W O U o< 07

(=]

produce financial intelligence.

23

Amend Agreement N° 356 issued by the Attorney Galfeer
Office of the Republic in order for report proceglaf STR to
be made only before FIU.

Establish a feedback mechanism that allows orientad
obliged subjects on the adequate manner to subirit S

Implement technological tools that allow rapid imf@tic
Access to data bases to State entities and institubr private
companies.

Establish procedural manuals that reach a divis&meen
STR analysis and criminal investigation.

Assign more provisional personnel for both analgsid
investigation area.

Strengthen FIU’s autonomy and provide higher lalstaiility
to officers that integrate FIU, thus avoiding trizns to other
specialized Prosecutors’ Offices.

To provide periodical reports to obliged subjestiscases
reported criminal statistics typologies, and treridat shall be
considered as suspicious operations.

To resolve all the legal limitations that groundiee
suspension of the membership of Egmont Group airkeial
Intelligence Units.

| » To establish a permanent training program for &tfiters.

There is no provision or law that grants FIU fuaos to the SSF or
other agencies.

Part of the efforts made by the FIU are implementinimproving the
system of data transmission, reporting, query aradyais of information
through advanced technological tools.

This project involves the acquisition of technotmdiequipment as well
as proper training for both the analysis area haddchnology area.

With regards to the legal limitations identifiedtire mutual evaluation,
which resulted in the suspension of the FIU’'s mensttip by the
Egmont Group, they were fully corrected by Decree 3é2 issued by
the Legislative Assembly,

On July 14, 2010 the President of the Egmont GrbtrpBoudewijn
Verhelst, officially notified the Financial Invegttion Unit's full
restitution of our status as an active member @Bgmont Group. This
took effect immediately and rehabilitated our asdeshe Egmont
Group's secure network for sharing financial infation with other
intelligence units worldwide.

The IDB has approved a technical assistance proje¢d develop legal
clauses that establish budgetary and operational @onomy of the FIU,
such technical assistance to date is already contt@d and begins on 01
October, 2012 and whose completion date is also scluled for the
month of November of this year. (Annex 2)

A technical assistance agreement has been signedhwnihe Treasury
Department of the United States of America by whicttechnical and
strategic advice will be obtained for developing ah implementing
international enforcement against offenses relatingp ML and FT
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» Public information about statistic
and typologies is not produced.

* FIU is suspended by the Egmo

=3

e There is no permanent trainin
program for FIU officers

The Law against Money Asset Laundering provides:

FINANCIAL INVESTIGATION UNIT.

Art. 3. - Create the Financial Investigation Uit the crime of money
laundering, as the primary office of the Attornegr@ral's Office, which in
the context of this Law may be shortened FIU. Téguirements and
incompatibilities to belong to the FIU, will be ddeped in the Organic
Law of Public Prosecutions

PART Il

POSITION OF ATTORNEY GENERAL

CHAPTER |

Establishment and Scope.

Position of Attorney General

Article 46 .- The Attorney General's position igasished to regulate the
service relationship between the Attorney Gene@ffiee and its officers
and employees, helping to ensure the securitymfree as well as staff
development and effective performance of the puhblictions of the
institution.

Including Tax Career

Art. 47 .- falls within the position of Attorney @eral:

a) Auxiliary staff, and
b) administrative officers and employees of thditation

The Attorney General, the Prosecutor and the Au@gneral, in response
to the timing of his appointment, will be includiedthe position for the
period of holding the position, unless at the dditkeis appointment it was
already included.

Position of Attorney General

Article 48 .- The position of Attorney General isvgrned by the
provisions of this Act and the regulations undershme issued by the
Attorney General, under the Fiscal Council, themegwill prevail over
any general provision, enacted for the admissioimd) promotion,
promotion, transfer, resignation or removal of jpubfficials and
employees.

Regulation of the Position of Attorney General

Article 49 .- The regulation of the position of &they General will follow
basic rules

a) The development and regular updating of the MbolClassification of
Positions.

b) The Attorney Roster, structured on said manodlusing the
classification criteria advised by the technicahadstration

c) The selection, admission and recruitment thrquglic competition.

d) Ongoing assessment of performance of officiats employees.

e) The ongoing mandatory training of personnel, @amdkr the School of
Training for Attorneys or for other entities witthieh the Attorney Genera

41



El Salvador, Post-Plenary Final? Bollow-Up Report, May 2013

FATF 40 Rec.

Rati
ng

Factors underlying rating

Recommended Actions

Actions Informed by Country

agrees to the provision of related services.

f) The promotions and substitution of vacanciesaioied through
competition and based on personal performancds skilowledge, skills
and experience.

g) The hours of work, permits and licenses, trassfied swaps.

h) The procedures for imposing administrative pigskstablished by this
law.

Financial Investigation Unit

Article 70 .- The Attorney General shall organirel a@irect the Financial
Investigation Unit, FIU, for investigation of thei@e of Money and Asset
Laundering and is a primary office of the Attorr@gneral's Office with
functional dependence of the Attorney General .

Its integration

Article 71 .- Financial Investigation Unit will caist of:

a) The Head of the Unit.

b) Auxiliary Agents appointed by the Attorney Gealer

¢) Accountants.

d) Financial experts or professionals with experiisbanking systems,
business administration, public finance and / at@ms.

e) Information and intelligence analysts;

f) Administrative personnel

His appointment, removal and disciplinary actiofi & subject to the
general system of the employees of his Office aiticoerdeveloped in the
respective Regulations.

On 19 November 2010, the SSF notified by the Aggr&eneral's Office
that the FIU as of that date in compliance withréevant procedures has
access to the historical data base of said eitdie IRC-RR-18959, dated
November 19, 2010, signed by the mayor of Hazarctcfons
conglomerate, Mr. César Augusto Ortiz Saggeth

Art. 9 .- The institutions are obliged to informvmiting or electronically
within five working days to the FIU of any transactor individual cash
transactions made by each customer or on the saynat exceeds ten
thousand dollars of the United States of Americisoequivalent in any
other currency, regardless of whether or not deesusgicious transaction
The deadline for submitting information is calcethfrom the day after the
operation or transaction was conducted

Insurance companies must report to the Superinteydsf all payments
made as compensation for the risks they insurgdess of the amount
stated in the previous paragraph.

The entities mentioned in subparagraphs a), H)Article 2 of this Act,
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are also required to submit the report referred toe first paragraph of
this Article, only for purposes of monitoring anohtrol, to the tax or
regulatory or related supervisory entiry, in whidne will perform the
function of generating financial intelligence

For the purposes of this section it shall be takémconsideration the
regulations that will in effect be issued.

Article 9-A .- The suspicious transaction repotteidd be submitted to the|
Financial Investigation Unit within five working gs from the time when,
according to the analysis performed, there is Gefiit evidence to be
considered irregular

The institutions will also be required to repor tittempted suspicious
transactions. The FIU will issue the form to repbe attempted suspicious
transactions

These reports are also given to the appropriatsy efitcontrol or
supervision, solely for purposes of monitoring &odtrol, which in no
case shall perform the function of generating foalintelligence.

A major initiative to combat money laundering and trrorist financing,
is the initiative of the President of the Republidor the purposes of
promoting the enactment of the Law of Extinction ofDomino which
aims to enhance the powers of the authorities to éshtify, secure and
forfeit assets of an illegitimate source. Furtherghancing the
capabilities to provide a broad international coopeation in
confiscation and seizure of property, also boostinthe capabilities and
budget of the FIU is that through this law 20% of he assets seized is
assigned.

For further illustration we provide the following | ink:

http://www.lapagina.com.sv/nacionales/54491/2011/@B/Funes-
presentara-ley-para-confiscar-bienes-fruto-del-crinen-organizado

In coordinating the efforts of ABANSA, the SSF andhe FIU, a feedback
activity has been planned with banks, non-bankingifiancial institutions,
PFA’s and Credit Cards, focusing on Suspicious Opation Reports”
This feedback will focus primarily on strengtheningthe aspects to be
considered in an operation that is going to be repted as suspicious, the
weaknesses, strengths and opportunities for improng the current
reports, in addition to which, statistics on what$ currently reported by
institutions will be presented and guidelines wilbe established on the|
manner in which institutions should report a suspitus operation. Said
activity is scheduled to take place during the firsweek in June 2013.
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29' . PC * Remittance entites and noh ¢ Extend powers of the existing supervising entitiesrder to g'f"ﬁPEER ”! ion. Official . . d Actizati o
upervisory financial banking entities which  be able to make inspection and compliance supenvissits to the Constitution, Official Registration and Aatization to Operate
powers Art. 16 .- Once the Cooperative is incorporateficiafl recognition and

are beyond supervision of SSF a
SS (leasing companies,

credit
cards, general warehouse storgs

etc) are not subject of on-si
inspections or are demandg
documentation to verify
compliance with AML-CFT

With respect to remittance entitig
and non banking financia
institutions  which are no
supervised by SSF and SS — 3
not applied a specific sanctior]
regime in case informatiof
requirements are not adequatg
met in order to verify complianc
with AML-CFT

0

re

[

remittance entities and non-banking financial egithat do
not form part of financial conglomerates.

Establish a sanction regime specific for the nongl@amce
with the obligation of attending requirements af th
supervision entities.

registration in the National Register of CooperdgiMNSAFOCOOP will
be requested, in order to obtain legality, the @oafive shall submit
certification of the Constitution signed by the &xary of the
Administrative Board. Seat registration and caiatielh of same by
dissolution and liquidation of the Cooperative stegjied, will be published
in extract only once in the Official Journal. Regiffice to deliver the
respective warrant for publication.

TITLE IX

SANCTIONS

CHAPTER |

Sanctions

Article 91 .- The sanctions that the Salvadoratitlrte for Cooperative
Development may impose Cooperative Associationgiafellows:

a) A fine of one hundred THOUSAND colon throughopriesolution or
statement and the corresponding trial; b) Tempaaspension of
members of the Administration and Security Agengiehe performance
of their duties and replaced by the respectiverstes; c) Temporary
suspension or cancellation of authorization to afggth) provisional
Intervention for the sole purpose of protectingpemty and assets of the
Cooperative in extreme cases of abnormality. Thee@Gd Assembly shall
be convened by the INSAFOCOOP, according to thei® and this is
held within a period not exceeding thirty days frtfra start of the
Intervention during which decisions were takentond¢ontinuation or
completion of the intervention.

Article 92 .- The penalties referred to in the pding article shall be
governed by the regulations of this law.

Art. 1.-Create the Salvadoran Institute for CoofpreeaDevelopment as a
public corporation, with autonomy in economic addnistrative aspects.
In the context of this Law and respective regufaimay be called simply
"Institute” or "INSAFOCOOP." Its primary residenasl be the city of
San Salvador.

The Act establishing the Salvadoran Institute foogerative
Development, states: Section 2.-The duties ofrisétute

a) The implementation of the General Law of Coofpezadssociations;

b) To initiate, promote, coordinate and supeniigedrganization and
operation of cooperative associations, federatorsconfederations of
same, and provide the advice and technical assestaey need;

¢) Planning policy to promote and develop the coafpee movement, for
which it may request the cooperation of state aigenmunicipalities and
individuals interested in these activities, so thatcooperative movement
is framed within the economic development prograshthe country
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d) To grant legal personality by registration ie tational Register of
Cooperatives, cooperative associations, federatibnsoperatives and the
National Confederation of Cooperatives;

e) Knowledge of the dissolution and liquidatiortieé cooperative
associations, federations, cooperatives and thematConfederation of
Cooperatives;

f) Perform inspection and surveillance of coopeetissociations,
federations of cooperatives and the National Caerfgtibn of
Cooperatives, and impose the same penalties;

g) Promote the creation and increased sourcerafding of cooperative
associations, federations of cooperatives and #teial Confederation of
Cooperatives;

h) Disseminate the general guidelines of coopezatttivity, in particular
those relating to administration and legislatioplagable to it, in order to
promote the cooperative movement.

i) Assume the performance or execution of progranactivities in any
form and directly relates to the powers set othis article.

Article 5.-In the exercise of inspection and sutaace referred to the
subparagraph e) of Section 2, the Institute shall

a) Practice at any time and without restrictionptiyh their delegates, the
revisions as deemed necessary, to know the prognelsstatus of the
associations under its jurisdiction. Such assamatare obliged to supply
directly to the Institute or its agents, when reedj all data, books, reportg
and documents as requested, on each and every ts®erations;

b) Participate, without vote, in sessions of the&al Assembly of
cooperative associations, when appropriate, anaretisat those
concluded with the legal formalities. These parhgrs will inform the
Institute, at least five days in advance of thedditthe meeting to be held,
accompanied with the respective agenda;

¢) Call the administrative and supervisory entitethe assembly of
cooperative associations, when those in chargeesfto do so or if the
Institute deems it necessary;

d) Prepare manuals for accounting and auditingcdoperative
associations to obtain uniformity in the controtieé operations and
activities of same, and to prepare reports andttat data;

e) Impart special courses for members of boardkre€tors, managers ang
auditors of cooperative associations

Article 6.-The control measures will have an ediocet purpose, but if
control actions are observed to have irregularities Institute shall adopt
the measures established by the law on this matter.
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‘;%S ources NC |« FIU does not have the necessarys FIU has not necessary number of officers to adedyiat lnﬁ;ﬁgiﬁm@%ﬁg@iﬁ%ﬁtlljil:?denng provides:
. : ’ number of officers to adequate develop tasks. . ; - . .
integrity and develop tasks (paragraphsq35 axd. P . . o Art. 3 .- Create the Financial Investigation Uit the crime of money
training Lack of functional autonomy for FIU since it dirgolepends | |aundering, as the primary office of the Attornegr@ral's Office, which in

45 of Section 2.5)

There is a lack of functional
autonomy for FIU,
depends directly from operativ|
and human resource decisiol
established by the Attornel

General’s Office. (see Section 2.p

The real estate where FIU
located lack modules or physic
spaces for adequate storing a
custody of documents.

FIU has no technological tool
that allow direct informatic acces
to date bases of State entities g
institutions or private companie:
to obtain investigation or analysi
information in an efficient manne|
or at least more rapidly (sectiol
2.5)

FIU lacks a permanent an|
adequate training progra
addressed to officers. (Sectid
2.5).

since i

5SS =

from operative decisions and human resource defigetie
Attorney General's office of the Republic.

Real estate where FIU is located lacks modulesgsipal
spaces for adequate storage and custody of docsiment

FIU has no technological tools that allow inforroatirect
access to databases of state or private companidxetin
analysis or investigation information rapidly ofledst more
efficiently.

FIU has no permanent and adequate training program
addressed to its officers.

the context of this Law may be shortened FIU. Téguirements and
incompatibilities to belong to the FIU, will be ddgped in the Organic
Law of Public Prosecutions

PART Il

POSITION OF ATTORNEY GENERAL

CHAPTER |

Establishment and Scope.

Position of Attorney General

Article 46 .- The Attorney General's postion isasished to regulate the
service relationship between the Attorney Gene@ifiee and its officers
and employees, helping to ensure the securitynofrée as well as staff
development and effective performance of the puhblictions of the
institution.

Including Tax Career

Art. 47 .- falls within the position of Attorney @eral:

a) Auxiliary staff, and
b) administrative officers and employees of thditation

The Attorney General, the Prosecutor and the Au@gneral, in response
to the timing of his appointment, will be includiedthe position for the
period of holding the position, unless at the ddthis appointment it was
already included.

Position of Attorney General

Article 48 .- The position of Attorney General isvgrned by the
provisions of this Act and the regulations undershme issued by the
Attorney General, under the Fiscal Council, themegwill prevail over
any general provision, enacted for the admissioimd) promotion,
promotion, transfer, resignation or removal of jpubfficials and
employees.

Regulation of the Position of Attorney General

Article 49 .- The regulation of the position of dithey General will follow
basic rules

a) The development and regular updating of the MbolClassification of
Positions.

b) The Attorney Roster, structured on said manodlwsing the
classification criteria advised by the technicahadstration

¢) The selection, admission and recruitment thrquglic competition.

d) Ongoing assessment of performance of officiat @mployees.

e) The ongoing mandatory training of personnel, amdkr the School of
Training for Attorneys or for other entities witthieh the Attorney General
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agrees to the provision of related services.

f) The promotions and substitution of vacanciesaioied through
competition and based on personal performancds skilowledge, skills
and experience.

g) The hours of work, permits and licenses, trassfied swaps.

h) The procedures for imposing administrative pigskstablished by this
law.

Financial Investigation Unit

Article 70 .- The Attorney General shall organirel a@irect the Financial
Investigation Unit, FIU, for investigation of thei@e of Money and Asset
Laundering and is a primary office of the Attorr@gneral's Office with
functional dependence of the Attorney General .

Its integration

Article 71 .- Financial Investigation Unit will caist of:

a) The Head of the Unit.

b) Auxiliary Agents appointed by the Attorney Gealer

¢) Accountants.

d) Financial experts or professionals with experiisbanking systems,
business administration, public finance and / at@ms.

e) Information and intelligence analysts;

f) Administrative personnel

His appointment, removal and disciplinary actiofi & subject to the
general system of the employees of his Office aiticoerdeveloped in the
respective Regulations.

On 19 November 2010, the SSF notified by the Aggr&eneral's Office
that the FIU as of that date in compliance withréevant procedures has
access to the historical data base of said eitdie IRC-RR-18959, dated
November 19, 2010, signed by the mayor of Hazarctcfons
conglomerate, Mr. César Augusto Ortiz Saggeth

Art. 9 .- The institutions are obliged to informvmiting or electronically
within five working days to the FIU of any transactor individual cash
transactions made by each customer or on the sayat exceeds ten
thousand dollars of the United States of Americisoequivalent in any
other currency, regardless of whether or not deesusgicious transaction
The deadline for submitting information is calcethfrom the day after the
operation or transaction was conducted

Insurance companies must report to the Superinteydsf all payments
made as compensation for the risks they insurgdess of the amount
stated in the previous paragraph.

The entities mentioned in subparagraphs a), H)Article 2 of this Act,

47



El Salvador, Post-Plenary Final? Bollow-Up Report, May 2013

are also required to submit the report referred the first paragraph of
this Article, only for purposes of monitoring anahtrol, to the tax or
regulatory or related supervisory entiry, in whidne will perform the
function of generating financial intelligence

The Law against Money Asset Laundering provides:

FINANCIAL INVESTIGATION UNIT.

Art. 3 .- Create the Financial Investigation Uit the crime of money
laundering, as the primary office of the Attornegr@ral's Office, which in
the context of this Law may be shortened FIU. Téguirements and
incompatibilities to belong to the FIU, will be ddeped in the Organic
Law of Public Prosecutions

PART Il

POSITION OF ATTORNEY GENERAL

CHAPTER |

Establishment and Scope.

Position of Attorney General

Article 46 .- The Attorney General's postion isadsished to regulate the
service relationship between the Attorney Gene@ffiee and its officers
and employees, helping to ensure the securitynofrée as well as staff
development and effective performance of the publictions of the
institution.

Including Tax Career

Art. 47 .- falls within the position of Attorney @eral:

a) Auxiliary staff, and
b) administrative officers and employees of théitason

The Attorney General, the Prosecutor and the Au@gneral, in response
to the timing of his appointment, will be includiedthe position for the
period of holding the position, unless at the ddthis appointment it was
already included.

Position of Attorney General

Article 48 .- The position of Attorney General isvgrned by the
provisions of this Act and the regulations under tame issued by the
Attorney General, under the Fiscal Council, themegwill prevail over
any general provision, enacted for the admissioimd) promotion,
promotion, transfer, resignation or removal of puibfficials and
employees.

Regulation of the Position of Attorney General

Article 49 .- The regulation of the position of dithey General will follow
basic rules

a) The development and regular updating of the MbolClassification of
Positions.

b) The Attorney Roster, structured on said manndlusing the
classification criteria advised by the technicahadstration

c) The selection, admission and recruitment thrqughlic competition.
d) Ongoing assessment of performance of officiats employees.
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e) The ongoing mandatory training of personnel, amdkr the School of
Training for Attorneys or for other entities witthieh the Attorney General
agrees to the provision of related services.

f) The promotions and substitution of vacanciesaioled through
competition and based on personal performancds skilowledge, skills
and experience.

g) The hours of work, permits and licenses, trassfied swaps.

h) The procedures for imposing administrative pggsbstablished by this|
law.

Financial Investigation Unit

Article 70 .- The Attorney General shall organizel airect the Financial
Investigation Unit, FIU, for investigation of thei@e of Money and Asset
Laundering and is a primary office of the Attorr@gneral's Office with
functional dependence of the Attorney General .

Its integration

Article 71 .- Financial Investigation Unit will caist of:

a) The Head of the Unit.

b) Auxiliary Agents appointed by the Attorney Geader

¢) Accountants.

d) Financial experts or professionals with experiisbanking systems,
business administration, public finance and / Gtauons.

e) Information and intelligence analysts;

f) Administrative personnel

His appointment, removal and disciplinary actiofi & subject to the
general system of the employees of his Office aifibe developed in the
respective Regulations.

On 19 November 2010, the SSF notified by the Aggr&eneral's Office
that the FIU as of that date in compliance withréslevant procedures has
access to the historical data base of said eitidte IRC-RR-18959, dated
November 19, 2010, signed by the mayor of Hazarctcfons
conglomerate, Mr. César Augusto Ortiz Saggeth

Art. 9 .- The institutions are obliged to informvmiting or electronically
within five working days to the FIU of any transactor individual cash
transactions made by each customer or on the saynihat exceeds ten
thousand dollars of the United States of Americisoequivalent in any
other currency, regardless of whether or not deesusgicious transaction
The deadline for submitting information is calcethfrom the day after the
operation or transaction was conducted

Insurance companies must report to the Superinteydsf all payments
made as compensation for the risks they insurgdess of the amount
stated in the previous paragraph.
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The entities mentioned in subparagraphs a), H)Article 2 of this Act,
are also required to submit the report referred tbe first paragraph of
this Article, only for purposes of monitoring anahtrol, to the tax or
regulatory or related supervisory entiry, in whigine will perform the
function of generating financial intelligence

For the purposes of this section it shall be takémconsideration the
regulations that will in effect be issued.

As part of the initiative launched by the Presidenbf the Republic for
the purposes of promoting the enactment of the Lawf Extinction of
Domino which aims to enhance the powers of the authities to
identify, secure and forfeit assets of an illegitirate source.

Further enhancing the capabilities and budget of te FIU that through
this law will be assigned 20% of confiscated assdtsstrengthen its
operational capacity.

For further illustration we provide the following | ink:

http://www.lapagina.com.sv/nacionales/54491/2011/@8/Funes-
presentara-ley-para-confiscar-bienes-fruto-del-crinen-organizado

The Inter-American Development Bank jointly with the government of
El Salvador, have held consultations in order to eablish the
operational autonomy of the FIU, which is now in is second phase.

In the month of January next year, the Treasury Deprtment of the
United States jointly with the FIU will provide training in the area of
research technigues in the field of money laundergand terrorist
financing to FIU staff, SSF, Ministry of Finance, Ntional Civil Police,
and other institutions involved in combating AML / CFT.

Subsequently trainings are planned with regulated mtities, SSF, PNC,
among others, in the area of typologies together thithe Treasury
Department of the United States of America.

Memorandum of understanding was signed with the U.STreasury
regarding technical cooperation.

As part of its commitment to strengthening the FIU.Refer to MOU for
better illustration.

On Tuesday October 23, 2012, the head of the FIU ldea meeting with
the Minister of Finance with the main objective ofthe assign the
necessary resources to the Unit to complete a tearhfinancial analysts
to that unit. Acquiring the Minister's commitment f or the next fiscal
year to allocate necessary capacity according toettechnical study by
virtue of the demand for labor that FIU undertook to present
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31. Domestic | PC ; ; ; feting i it ; CHAPTER IV
A real public policy has not beep ¢ Create in the existing inter-institutional groufssmal workin
cooperation public policy ! XISting | S 9 ma’ woring INTERAGENCY COLLABORATION

implemented in terms of domesti
coordination and cooperation.

C

agendas that analyze compliance with principlesletgd in
the Law and in Regulations, studying the degrezpefativity,
implementation and efficacy of the system.

« Implement the establishment of the coordination @edtion
of a real coordination public policy.

« Establish second or third level regulations devielpp
instruments or principles in the laws

16 .- The State agencies and institutions and edfyethe Ministry of
Finance, the Central Bank, Registry of Property Bliodtgages and public
inspection agencies shall be required to providectiaccess in electronic
form or their respective databases and relatedmlative research
activities and crimes covered by this law, at #aguest of the FIU in
accordance with the provisions of the regulations

Art. 17 .- The Attorney General's Office may reduefrmation from any
state agency, autonomous, private, or natural psrw the investigation
of money and asset laundering, being obligateddvige the requested
information.

Art.18 .- With the collaboration of the entitiesmiened in Article 16 of
this Act, the Attorney General's Office will creaed maintain a database
related to money and assets laundering, whichataiirmation both
nationally and internationally.

For purposes of greater efficiency, the informatieet these institutions
obtain through research and discovery of moneyaasdts laundering will
be shared and, if possible, exchanged with othwmal and international
institutions.

Law of Supervision and Regulation of Financial Sysiprovides:
Collaboration with foreign counterparts and oth&t&institutions

Art. 34 .- The Superintendency may act on behafbdign supervisory
counterparts agencies when they request such adtidhe exercise of its
functions and when they are subject to rules opeoation, at least, are
comparable to those established by the Salvadaves) tan sign
cooperation documents needed for this purposeStiperintendency will
require the cooperation of such bodies necessatjiégperformance of
their duties.

Authorize the Superintendency to request and offitain other units of
public administration and especially the Ministfyrinance, the
Superintendent of Corporate Obligations, the Sapemdency of
Competition, the Consumer Protection, Ministry abbur and Social
Welfare, the ISSS of INPEP National Registry of iNat Persons and the
National Records Center, information and dataris@ters necessary for
the performance of their duties.

This information will be confidential. When the Sumtendency requires
any information, the certification shall not be gabto payment of any
law. The above institutions and agencies shall ptynprovide the
Superintendent , with the information it requiresl ¢hat they possess
under the exercise of its powers and functionsviuich the Superintenden
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shall convene or establish mechanisms of diremss to the databases @
these institutions and agencies
They refer to the accompanying statistical data thiis including
assistance provided by the FIU to different prosedors
32. Statistics NC| . FlU has not been able th e On 19 November 2010, the SSF notified by the AttgrGeneral's Office
: h N that the FIU as of that date in compliance withrésevant procedures has
implement information S : .
f : access to the historical data base of said eitdie IRC-RR-18959, dated
mechanisms that offer obligef 5
subjects periodical reports oh November 19, 2010, §|gned by the mayor of Hazartfons
statistics, typologies and crimingl conglomerate, Mr. César Augusto Ortiz Saggeth
trends (Section 2.5) .
» Law enforcement authorities dp
not have systems to measure
results, that allow to effectively
analyze AML/CFT systems
33. PC ) Establish network connections so that all publatitations, The FIU has initiated a process of implementingeasdo databases
- « Low degree of efficacy . ‘ - S = -
Beneficial ) especially FIU have access to RNC information tgrodata maintained by the CNR through the signing of a esapion agreement for
legal persons * Opacity of bearer shares transmission means and consequently developstéiin a access to direct, accurate and expeditious infoomaiSo far there have
more efficient manner. been several meetings between the IT departmeseabf institution CNR
/ FIU having been approved and finalized the coibpiy of the
. L . technological resources necessary for that purpiosieould be noted that
Provide the obligation of updating data of actuzitrs of the already these technological tools are being usedh@ve its
shares in the corporate books, and the registrafisnch books | implementation, pending only the signing of the roeandum of
to be mandatory at the RNC deposit, allowing eithbient of cooperation.
beneficial owners of the corporations .
39. PC : | To transfer to the ordinary legal regime (laws) ¢tbastitutional As has been recognized by the assessment teame, @xécutive summary
” * No internal laws that regulate > . o : i
Extradition cimperative of regulating extradition. paragraph 8 of its report, concluded that: "InS$iadvadoran system the

clearly, in detailed and adequa|
manner the extradition and th
procedures thereof

Article 28 of the Constitution|
could be interpreted as a limitatio
to extradition when dealing witH
internationally transcendend
(internationally relevant) crimes.

It could not be verified with
concrete statistics the applicatig
of active extraditions at the reque
of other countries.

e
To transfer to the ordinary legal regime (laws)gadures for
extradition.

n
To clarify active and passive extradition, bottSalvadorian

P citizens and foreign.

To establish simplified procedures for extradit@dlowing direct
Qttransmission of extradition petitions.

Study that persons may be extradited over the dalyeof third
country trial or arrest orders.

principle of Integration of the Act is applied besm this principle under
international treaties with other states or intéamal organizations,
constitute laws in the Republic of El Salvador. pers of justice also
commonly use this principle to fill apparent gapshe law caused by
technical errors or lack of legislative clarityssime provisions. "
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Study simplified extradition procedures for perstrat given
consent to suspend formal extradition procedures

In this respect, it is not accurate that in El &dbr it is not clearly
regulated the extradition process (active and pagsince as stipulated
Article 182 paragraph 3 of the Constitution of Bepublic of El Salvador,
this corresponds to the Judiciary body throughSthpreme Court to grant
extradition in accordance with the procedure estiadt by Article 28 of
the Constitution.

It should be clarified that Article 28 of the Catision of the Republic,
contrary to the statement by the evaluation teammecé be construed as a
limitation on extradition in the case of crimesmternational significance,
for two specific and compelling reasons:

1 .- the Salvadoran penal code regulates theiplénof universality,
Article 10 which states: "It will also apply Sal@an criminal law to
crimes committed by anyone in a place not subfe8alvadoran
jurisdiction, provided that they affect propertytacted internationally by
specific agreements or international law or invslaeserious impairment t
universally recognized human rights. "

The statute empowers the Salvadoran governmepply eriminal law to
crimes committed by anyone, even in a place ngestio its jurisdiction,
provided that they affect property protected inionally or with severe
impairment involving the internationally recognizZedman rights.

2. The correct interpretation of Article 28 of fenstitution of the
Republic is in the sense that those crimes of matiswnal significance, not
only may require the extradition of the responséhl¢horities of the
countries where the crime was committed, but bexthey are legally
protected internationally, of any country, as etabed in Article 10 of the
penal code.

Article 28 of our Constitution states quite the opige, namely: "El
Salvador grants asylum to foreigners who wish sideein its territory
except as provided by law and International Lawndty not be included in
exceptional cases to persons persecuted for @dlitasons only.

Extradition shall be regulated according to Int¢iomeal Treaties and in the
case of Salvadorans, only proceed if the relevaaty is expressly
established and approved by the Legislature o$idpgatory countries. In
any case, its provisions should enshrine the pi@af reciprocity and
grant Salvadorans all criminal and procedural guaes established by thi
Constitution.

The extradition will proceed when the offense wasmitted within the
territorial jurisdiction of the requesting counteycept in the case of crime
of international significance, and may not be défed in any case for
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political crimes, but in consequence of these @dimffenses.
Ratification of Extradition Treaties require twdrts vote of the elected
deputies

Having analized the recommendation and the es$enteria, with due
respect we consider that this issue was addresgeodperly since what is
required by the recommendation does not correspmtite factors
supporting the rating, or that the conclusionsesisare equivocal with a
different standard than that required by the recermaation and enshrined
in international law.

SR.IV
Report
suspicion of
FT

PC

Obligation to report is limited to
operations of persons mentioned
in the lists of the Attorney
General’s Office or international
entities

The law establishes a limited
obligation to report suspicious of
FT without considering it a
precedent crime of ML

STRs for Non-concluded
(attempted) suspicious operation
are not required nor reported.

« Extend the reporting obligation to clearly covespigions of
terrorism financing with legal funds.

¢ Give feedback to reporting entities to improve gyal
usefulness and timeliness of STRs.

« Review, update and clarify the FIU Instruction, efhhas not
been modified since 2002, in order to incorporatent
international developments in terms AML/CFT and to
eliminate ambiguities existing in several of iteyisions.

» Through legal reform of May 7 this year (amendnterihe CFT Law),
there is an obligation for FI to report transacsisaspicious of FT in
general terms, without any limitation.

It is important to note that in the Salvadoran lesyatem any criminal
activity that produces goods, funds or rights eittigectly or indirectly
is a criminal activity that generates money lauimdprSee Article 6,

paragraph one. (This clarification was made tcatfgessment team and
was inexplicably not taken into account)

[Note by the Secretariat: criticism in the reportates specifically to
funds_other than proceeds of crime

Pursuant to the provisions of Article 10 paragragtoman Il of the
AML Law, FI's are required to report any relevarfbrmation on
management of funds, which involves reporting ajptienth transactions
(This clarification was made to the assessment tehanconsidered our
arguments valid).

[Note by the Secretariat: according to the repoerthis still a need for
an explicit requirememt

Under reforms to the Special Law Against Acts ofrdesm by Order No.
342 dated May 7, 2010, published in the Officiak&e No. 100, Volume
387, provides as follows: modify eighth paragrapiuticle 37, and merge
two new subsections as the ninth and tenth, andecprently the current
subsections Ninth and Tenth become Eleventh andftiwteerefore such
amendment and additions shall read as followsalfamal institutions give
special and permanent attention to the detectiaggootis and services and
transactions that are suspected or have reasogablsds to have ar
unlawful purpose and that they are linked or camde to finance acts g
terrorism, and which must be reported to the AtgriGeneral's Office,
through the Financial Investigation Unit no latean three days.

=

This without prejudice to the duty to inform then&icial Investigation Unit
of the Attorney General's Office, in the case afpes included in the lists
mentioned in the preceding paragraphs.
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The Financial Investigation Unit will receive andadyze those reports for
which they have the power to require informatioonirinstitutions or any
entity or report public or private person, likewtke Financial Investigation
Unit may share such information on a national ¢erimational level undel
the parameters of confidentiality and legality, fioe discovery of criminal
acts. "

ISR'V ional PC  Lack or no real implementation of * To transfer to the ordinary legal regime (laws) th « With regards to the legal limitations identifiedtre mutual evaluation,

Cn(t)%r;;t;%r(\)?] measures established to cooperate constitutional imperative of regulating extradition which resulted in the suspension of the FIU’s mensttip by the

internationally in terms of FT.

The same deficiencies with
respect to R.36 and 39 affect
compliance with RE.V with
respect to extraditions and other
forms of cooperation: low
implementation of measures to
cooperate internationally; lack of|
laws and procedures that clearly|
regulate extradition; absence of
statistics about practical
implementation

To transfer to the ordinary legal regime (laws)qgedures for
extradition.

To clarify active and passive extradition, botiSafvadorian
citizens and foreign.

To establish simplified procedures for extradit@lowing
direct transmission of extradition petitions.

Study that persons may be extradited over the dralyeof
third country trial or arrest orders.

Study simplified extradition procedures for perstrat given
consent to suspend formal extradition procedures

Egmont Group, they were fully corrected by Decree B2 issued by
the Legislative Assembly,

On July 14, 2010 the President of the Egmont GrbtrpBoudewijn
Verhelst, officially notified the Financial Invegttion Unit's full
restitution of our status as an active member@Bfgmont Group. This
took effect immediately and rehabilitated our asdeshe Egmont
Group's secure network for sharing financial infation with other
intelligence units worldwide.

As has been recognized by the assessment teahg gxécutive summar
paragraph 8 of its report, concluded that: "In 8avadoran system th
principle of integration of the Law is applied. Bdson this principle,
international treaties according to legislationhadther states or international
organizations are laws in the Republic of El Satra®perators of justice
also commonly use this principle to fill appareapsg in the law caused by
technical errors or lack of legislative claritysgime provisions. "

D

In this respect, it is true that in El Salvadomist clearly regulated the
extradition process (active and passive) and thatipulated in Article 182
paragraph 3 of the Constitution of the Republi€bSalvador, corresponds
to Judiciary body by the Supreme Court to grantaehtion in accordance
with the procedure established by Article 28 of @anstitution.

Es preciso aclarar que el articulo 28 de la cawifih de la Republica
contrario a lo manifestado por el equipo evaluadorpuede interpretars
como una limitacion a la extradicién cuando seetrde delitos de
trascendencia internacional, por dos razones cdatias y especificas:

[¢]

1.- .- the Salvadoran penal code regulates thecipte of universality,
Article 10 which states: "It will also apply Sal@dn criminal law to crimes
committed by anyone in a place not subject to $Rlkan jurisdiction,
provided that they affect property protected indtionally by specific
agreements or international law or involves a seridmpairment to
universally recognized human rights”
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The statute empowers the Salvadoran governmepply eriminal law to
crimes committed by anyone, even in a place ngestio its jurisdiction,
provided that they affect property protected inionally or with severe
impairment involving the internationally recogniZedman rights.

2. The correct interpretation of Article 28 of @enstitution of the
Republic is in the sense that those crimes of matigwnal significance, not
only may require the extradition of the responséhl¢horities of the
countries where the crime was committed, but bexthey are legally
protected internationally, of any country, as etabed in Article 10 of the
penal code.

Article 28 of our Constitution states quite the opige, namely: "El
Salvador grants asylum to foreigners who wish sideein its territory
except as provided by law and International Lawndty not be included in
exceptional cases to persons persecuted for @dlitasons only.

Extradition shall be regulated according to Intéiomel Treaties and in the
case of Salvadorans, only proceed if the releveaty is expressly
established and approved by the Legislature o$idpgatory countries. In
any case, its provisions should enshrine the piedf reciprocity and
grant Salvadorans all criminal and procedural guaes established by thi
Constitution.

The extradition will proceed when the offense wasmitted within the
territorial jurisdiction of the requesting counteycept in the case of crime
of international significance, and may not be d&frd in any case for
political crimes, but in consequence of these @dimffenses.
Ratification of Extradition Treaties require twdrths vote of the elected
deputies

Having analyzed the recommendation and the eskeritexia, with due
respect we consider that this issue was addresgeodperly since what is
required by the recommendation does not correstmtite factors
supporting the rating, or that the conclusionsasisare equivocal with a
different standard than that required by the recermaation and enshrined
in international law.

SR.VI

NC

¢ There is no system that requires

persons that accomplish asset
transmission activities, to obtain
registration or authorization for
the accomplishment of such
activities.

There are no authorities legally
empowered to regulate and
supervise above mentioned

« Appoint competent authorities in order for thendévelop the
registration and/or granting of the license tovitlials and
legal persons that provide securities or moneysfearservices,
which shall maintain updated list with data of aers of this
type of service, being further responsible to easampliance
with the requirements established for the registnadr
granting of the license, as applicable.

Proposal has been made to reform the Law on Sigi@mand Regulation
of the Financial System in the sense to add adledeven, which would
be as follows:

Subparagraph "t":

"Just as every person or company who carries altebalf or on behalf of|
another person or entity, operations of transféunfls or assets, primarily
or essentially, on regular or periodic basis, caddition to other activities,
and other entities as established by law "
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persons in terms of ML and FT
prevention.

The obligations foreseen in AML
law and Regulation for this type
of business have the same
deficiencies identified in Section
4 of this report with respect to
other financial institutions.

The Law does not foresee
penalties for noncompliance
applicable to transfer service
providers

« Establish in the Law the obligation for the provilef these
type of services to abide by FATF Recommendations.

« Establish systems that allow authorities to accahpn
adequate monitoring of fund transfer service pressd

Establish in the Law the obligation that operatifrthese
services have an updated list of agents with wtkiely
cooperate, that shall be available to the finaraighorities
determined.

SR. VI

PC

Remittance entities are not
subject to supervision or
registration on behalf of financial
authorities, which prevents
authorities from being aware of
adequate compliance with the
recommendation

Expressly enforce remittance entities to gathegaadte and
significant information with respect to transfederors, as
well as to accomplish a detailed examination androbof
funds transfers related with suspicious activities
consequence with RE.VII and modify SFF instructions
cablegraphic transfers in order to meet all RE ireguents.

Proposal has been made to reform the Law on Sigi@mand Regulation
of the Financial System in the sense of addindbapatagraph to article
seven, which would be as follows:

Subparagraph "t":

"Just as every person or company the conductsgbaltor on behalf of
another person or entity, operations of transféunrads or assets, primarily
or essentially, on a regular or periodic basisnaddition to other
activities, and other entities indicated by law

In the new proposed reforms entitled Technical staghards to manage the
risks of money laundering and asset and terroristifiancing it has been
proposed through the standards committee of CentradReserve Bank on
this recommendation as follows :

Risk factors for ML / FT
Art. 15.- Institutions should establish methodologs to
segment risk factors and and identify forms and typlogies through
which this risk could be presented, the main risk gnerating agents ML
/ FT, including: customers , products, services, diribution channels,
and location or geographic location, which can beidided into segments
and variables, such as
e) For purposes of determining the risk of customer itmust be
considered, among others, factors such as:
. Frequent movements and / or unexplained accounts t
different people.
. Frequent movements and / or unexplained funds betvea
people of different geographic locations.
. Manufacturers, arms traffickers and intermediaries.
. Embassies and Consulates of other countries.
. Companies of securities transfer.
. Customers whom the entity determines to be Politidly
Exposed Persons (PEPs
. Accounts held by third parties (eg, accountants, layers or

D

other professionals) for their clients, which doesot disclose

57



El Salvador, Post-Plenary Final? Bollow-Up Report, May 2013

FATF 40 Rec.

Rati
ng

Factors underlying rating

Recommended Actions

Actions Informed by Country

the identity of the end user to the bank. In additbn, customer
accounts presented by such third parties may incuhigher
risk cases if the financial institution makes unreaonable use
of "know your customer" and enhanced due diligence.

Lists issued by international bodies indicating indviduals
suspected of criminal activity.

For purposes of determining the risk of products ad services it
should be considered, among others, factors such:as

International correspondent banking services involing
international transactions such as payments to pedg@ who
are not regular customers (eg acting as intermedigrbank)
and package delivery activities.
Services involving the marketing and delivery of cacks and
precious metals
Services inherently providing more anonymity or caneasily
cross borders, such as:

v' Online Banking

v' International transfers,

v' Private investment firms,

v’ Trusts.

Wire transfers

Innovative Products,

Safety Boxes,

Stock market transactions on behalf of clients,
International Operations (forex trading, trading desk)
Purchase of monetary instruments

¢) Among the distribution channels that may pose greater risk are:

Use of intermediaries or sub-agents,
ATMs

Electronic Banking

Kiosks

Regional Banking

Mobile Banking (cell phone use).
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However, approval is yet to be received from the Geral Reserve Bank
regarding the amendments proposed entitled Technité&tandards for

managing the risks of money and asset laundering drthe financing of
terrorism. Together, ABANSA, the SSF and the FIU hae continued
their efforts pertaining to the issue of RemittanceCompanies. Toward
that end, work is underway to design a “Draft Stana@rd for Remittance

Companies”, an ad-hoc standard on the operations afaid companies
that would specifically and clearly outline the prger and important

obligations to facilitate its application and contol.

This proposal is being analyzed, reviewed and obsexd jointly by

ABANSA, the SSF and the FIU. It should be pointed wt that granting

authorization to the competent authority, over cerain amendments
and/or improvements in the Regulation of the Law,le FIU Manual and
other standards, is in some way subject to the appval by the Honorable
Legislative Assembly of the proposals to amend theaw; however,
efforts are being undertaken proactively in the franework of the
amendment proposal presented, in such a manner thatwould contain
plans or proposals developed to promote advancemeintthe area.
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SR. VIII PC It has been proposed reform of the Law of Non-Pssociations and

There is no revision of the
sectorial normative regulation to
prevent the use of NPO in the
financing of terrorism. Criterion
VL1

No evaluations take place
analyzing vulnerabilities of the
NPO sectors with risk of FT.
Criterion VII1.2

The risks of use in the financing
of terrorism are not
communicated to the sector

There are no adequate
mechanisms to sanction
violations of NPO regulations.
Criterion VII11.3.2

Review suitability of regulations of non-profit éres
concerning regulation for the prevention of theuseof these
entities in relation with risk related with moneyhdering of
financing of terrorism.

Implement exchange of information referring to NPOs

Accomplish periodic evaluations analyzing possiigk
vulnerabilities for financing of terrorism.

Accomplish comparative monitoring or relationaloat with
homologous international sectors.

Communicate to non-profit entities sector the dsk
vulnerability of the sector’s abuse for money lany and
financing of terrorism.

Establish and regulate a supervising entity of NPOs

Foundations Non-Profit in the following sense:

Article 58-A. Registration Procedure

Any association or nonprofit organization that veistio collect, or receive,
grant or transfer funds, must be included in thyisteation of associations
of nonprofit organizations.

The initial application for registration must indieithe name, surname,
address and telephone number of all persons whs thesn entrusted
duties relating to operations of the associatispeeially the president, the|
vice president, the secretary general, board meenireasurer, as
appropriate. Any change in the identity of thosspomsible must be
notified to the authority responsible for maintaipithe registration.
(Ministry of Interior).

Article 39-A. Donations.

Any donation made to an association or organizat@mered by this law,
regardless the amount must be included on a regigtitained for this
purpose by the association or organization, whingtil snclude full details
of the donor, the date, the characteristics anéuheunt of the donation

The record shall be maintained for a period oflass than five years and

made available upon request by any competent atythorsupervise non-

profit organizations and, when requested, the tdxaities or court charged

with a criminal investigation.

When the donor wishes to remain anonymous, thetrggilentification may
be omitted, but the association or other orgamimathall be obliged to
disclose his identity to the authorities respomsfbt criminal investigation,)
if they so request.

Nonprofit associations and organizations are reguio deposit in one o
more bank accounts established in authorized bgnkstitutions, all sums

of money they give as gift or in the context ofisactions to be conducted.

Article 40-A Mandatory Declarations
Any donation in cash in an amount equal to or edicepten thousand dollar
of the United States of America shall be submitiéithin three days of a
statement or report, to be registered with the ri6izd Investigation Unit,
who will design the respective form used for thaurgose.
Any donation is also subject to the filing of atstaent to the Financia
Investigation Unit when it is suspected that fuhdge been or may be linke
to the commission of crimes.

Art. 40 subparagrpah 4°.
Nonprofit associations and organizations are rehuie present its

b

o

corresponding financial statements of the preceg#ag, duly accredited, t
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the Ministery of Interior, within a timeframe ofréee months as of the date
of closure off the fiscal year.

Article 83-A. Prohibited Associations.

Without prejudice to the prosecution, the Ministéthe Interior may, by
administrative decision, subject to appropriatecian procedure, order
temporarily prohibiting of operations or dissolutiof nonprofit
associations and foundations, with full knowled§éhe facts, to
encourage, promote, organize or engage in crinaictsl

Art 42. Control of the State.

Current provision: "The associations and foundatiefll also be audited
by the Ministry of Finance and the Court of Aud#t@f the Republic,
according to their competence."

SR. IX

PC

There is no output report system
for cross-border transportation o
Money or bearer negotiable
instruments.

There is no adequate revision
system for passengers.

PNC and FIU do not accomplish
analysis of the relevant travelling
forms

Customs authorities do not have
adequate training and feedback
typologies by FIU.

No sanctions foreseen for any
type of noncompliance with
obligation to declare (except the
offender is condemned with the
ML crime).

Review suitability of regulations of non-profit &ies concerning
regulation for the prevention of the misuse of ¢hestities in
relation with risk related with money launderindfiofancing of
terrorism.

Implement exchange of information referring to NPOs

Accomplish periodic evaluations analyzing possiidk
vulnerabilities for financing of terrorism.

bf Accomplish comparative monitoring or relationaloas with
homologous international sectors.

Communicate to non-profit entities sector the dskulnerability
of the sector’s abuse for money laundering anahdimag of
terrorism.

Establish and regulate a supervision entity for NPO

Proposal has been made to reform the ML law to ritakandatory to
declare money, securities in bearer form, at thenemi of departure from
the country, therefore:

Any person entering or leaving the territory of Republic by any means,
regardless of nationality, must declare notes tglrpersonal checks or
others, domestic or foreign currency or securitiesyrer negotiable
instruments in the amount of ten thousand dollareare or the equivalent
in another currency, otherwise will be requireéxplain such
circumstances by way of affidavit.

The last of the considerations that support thagats false, since the law
contains penalties for ML if persons fail to, gfe¢se or misleading
statement about money, as established in Artiddesn2l 21 of the Act ,
which states the following:

Article 20 .- It is reasonable view of the Attorn@gneral of the Republic
in accordance with relevant regulations, the weatfon of the veracity of
the statements.

The misrepresentation, omission or inaccuracy efstatement will result
in the retention of valuables and the promotioamgropriate criminal
action under this law.

Art. 21 .- If within thirty days of retention, isinot conclusively
demonstrated the legality of their origin, moned aercurities held shall be
confiscated. If it is established that the legadityhe source, those
responsible for the misrepresentation, omissianaecuracy incur a
penalty of five percent of the total amount of ire¢al value, which will be
paid to the corresponding collector of the MinigtfyFinance.

In the case of confiscation, the customs authstigll forward the
securities withheld at the Attorney General's @ffigthin eight hours of
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retention.

Most of the factors supporting the rating and recemded actions made
by the evaluation team, are not adjusted to ther@irequired by Special
Recommendation IX. For better understanding we héighted in red.

The recommendation states:

"IX. Cash couriers

Countries should have measures to detect physioss-dorder
transportation of cash and bearer negotiable im&nts, including a
declaration system or other disclosure obligation.

Countries should ensure that their competent aitig®have the legal
authority to stop or restrain cash and bearer igggetinstruments
suspected of being related to terrorist financingioney laundering, or
that are falsely declared or disclosed.

Countries should ensure that effective, proporteead dissuasive
sanctions are available to be applied to people make false declaration
or disclosure. In those cases where the cash oereagotiable
instruments are related to terrorist financing @ney laundering, countries
should also take measures, including legislativsaonsistent with
Recommendation 3 and Special Recommendation liciwhill enable
confiscation of such currency or instruments. "

Note: Training and feedback are required by Recomaiaton 30 and
should not be addressed in this special recommiend&therwise it
would be double jeopardy for our country.
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