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I. Introduction
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1. This report summarizes the analysis performed ByGRATF Secretariat regarding the advancements
reported by El Salvador to resolve the shortcomimgsitified in the Mutual Evaluation Report
(MER) approved during the Plenary held in May 2010SRlvador presented the Sixth Follow-up
Report at the Plenary held in Nicaragua in May 2008s is the Seventh Follow-up Report and is
based on information provided by El Salvador ont&maper 23, 2013 and subsequently, on October

15 of the same year.

2. In accordance with the decision of the Plenary of/éinber 2011, El Salvador is in the process of
regular-expedited follow-up, reporting on a hal&ylg basis.

3. Five (5) of the sixteen (16) Core and Key Recomméinds of the FATF were rated as Partially
Compliant (PC), as outlined in the following table.

Core and Key Recommendations

Rec. 1 |3 4 |5 |10 |13

23

26

35

36 140 |1 Il m 1wV |V

Rating. LC |LC | C | PC |LC |LC

PC

PC

C

LC | LC C C LC | PC | PC

4. In total, the country rating was PC or NC for (86fhe FATF recommendations.

Recommendations rated as PC or NC

Partially Compliant (PC)

Non-Compliant (NC)

)

05. Customer due diligence 06. Politically exposed persons
08. New technologies and non-face to fad@/. Correspondent banking
business
9. Third parties and introducers 12. DNFBP's— (R.5, 6, 8-11)
17. Sanctions 16. DNFBP's—-R.13-15& 21
21. Special attention to high-risk countries 24.  DNFBP’s —regulation, supervision ang
monitoring
22. Foreign branches and subsidiaries 30. Resources, integrity and training
23. Regulation, supervision and monitoring 32. Statistics

25.. Guidelines and Feedback

SR. VI Moneyl/value transfer services

26. The FIU

29. Powers of Supervisors

31. Domestic cooperation

33. Legal persons — beneficial owners

39. Extradition

SR. IV Suspicious transaction report on FT

SR.V International cooperation

SR. VIl Standards governing wire transfers

SR. VIII Non-profit organizations
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| SR. IX Cross-Border Declaration and Disclosurg

5. The following information is geared toward giving @ea of the size, internationalization and rigk o
the major financial sectors.

Size and international links of the financial sectobas of September 30, 2013

Banks _Other_crecj;t Stock Market (SRialcs TOTAL
institutions®/ Companies
Number of Total #
Institutions 12 10 26 21 69
us .
Assets $ $13918494,175.43 $947351,117.11 $53902,545.83 s7048998’049 6 $1562406: >/888
Total: US$
) $9919168,238.30 $397925,735.04 $0.00 $0.00 310317093,973
Deposits 34
Non-resident % Figure not available Not available Not available | Not available Not available
- - —
(';;"e'g” Capital 92.86% 0.00% 49.78% 1/ 80.73% 86.53% 2/
el No. Qf o N/A N/A N/A N/A N/A
Subsidiaries
Abroad
(quantity)

/ Includes federation of credit unions, cooperabimeks, as well as savings and credit societies
2/ The percentage of the submitted in April 2028awus, as it was considered to include the asdédtisence holders and Risk Rating, which are péthe stock-exchange market.
3/ This is the average balance

Source: Superintendency of the Financial System:
II. Scope of this Report

6. Based on the decision of the CFATF Plenary, duttiegPlenary held in November 2012, the Member
Countries in the Regular Expedited Follow-up Precesust fulfil all the Core and Key
Recommendations pending and make significant pssgreother pending Recommendations, toward
the next Plenary, in November 2613By virtue of the foregoing, this Report will fag on the Core
and Key Recommendations whose degree of complimget to be rated as Compliant (C) in
accordance with thelER.

7. According to the table presented above, four (4hefsixteen (16) Core and Key Recommendations
were originally rated as C, seven (7) were rateddaagely Compliant (LC), five (5) as PC and none as
NC. As indicated in the third follow-up report, tekortcomings identified in Recommendations 7, 39
and Special Recommendation V were resolved, ih aumanner that they will not be presented here.
This Report will focus on the Core and Key Recomdations with which compliance is currently
pending, namely: Core Recommendations: 1, 5, 10arkB Special Recommendation IV and Key
Recommendations: 3, 23, 26, 36, 40 and SpecialrR@emdation Ill, as well as the progress made in
other Recommendations, which are neither Core ey &d which were rated as LC, PC or NC, in
so far as they are affected by the advancemensemted.

[ll. Summary of the progress made by El Salvador

'See Report of the Co-Presidents of the CFATF ICB&i¢_plen_xxxvi_2012-9-ann-1 (1)), which was agupby
the Plenary during the Plenary held in November22@i the Virgin Islands. For further referenceisitoutlined in
the section “Review of the Follow-up Reports of @eATF”, page 8.
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El Salvador is currently working on modifying kegpects of its AML/CFT structure and with a high
impact on compliance with various Recommendatfonsvhich the Attorney General of the Republic
has met with the Legislative Assembly on severabeions. The modification is at an advanced stage,
although consensus is yet to be reached amondaperg, within the countryrhe reform will mainly
incorporate Pawn Shops and Receiving Agencies andShipping only of Parcel, Non-Financial
Businesses and Professions Designated and NGQOsgalsited entities, it would incorporate Cash
Transactions Reports of transactions that exceethtaisand dollars; modify the scope and therefore
the definition of Politically Exposed Person; irduxe changes to the obligation to have a compliance
officer, and with respect to border controls anda®tions.

At the same time, El Salvador made significantlesiin the areas of Customer Due Diligence (CDD),
Regulation on Politically Exposed Persons, New Tetdgies, regulation and supervision of

Designated Non-Financial Businesses and Professitrengthening of the FIU with respect to the
development of and access to computerized infoomagiystems, strengthening of the supervisory
entity focusing on preventive supervision, the i modification of the threshold for multiple

operations and cash transactions, as well as fekdbaeporting entities on Suspicious Transaction
Reports.

Details on Core Recommendations:

Recommendation 1

10.

Compliance with this Recommendation is pending.afksady explained in the previous section, El
Salvador is currently working on approving impottamendments to the Anti-Money Laundering
Law (hereinafter LCLDA). It is imperative that thenendment proposed be approved, taking into
account all the observations outlined initiallythe Mutual Evaluation Report dated September 6,
2010; particularly on the aspects related to thpliegtion of the standard and the obtaining of
judgments for the offence of money launderimbe authorities reported that during the second and
third quarters of 2013, there are 11 cases undessiigation, 4 have been prosecuted, and in 1
sentence received and in total USD $ 846,850.0b&es confiscated.

Recommendation 5

11.

12.

This Recommendation presents significant advancemerits compliance, based on what is required
by theMER. According to the information provided, on May 013, the Attorney General of the
Republic approved through Agreement No. 085, thenlh of the Financial Investigation Unit
(hereinafter FIU) for the Prevention of Money Laandg. Agreement No. 85 develops the
obligations of reporting entities, with respectdoe diligence and knowledge of clients, specific
standards on identification, procedures for opemiogpunts, suspicious or irregular operationgydili
and safekeeping of documents, training, Compliddiieer, institutional collaboration, knowledge of
employees and Code of Ethics to be applied.

Approval was obtained from the World Bank to reeeassistance in preparing the National Risk
Assessment and the Risk Map at the country lemedddition to which, a Methodology was defined
for said assessment. As regards the approval oAthendments to the LCLDA, Representatives of
the Commission on Public Security and CombatinggDActivity, Attorneys General and high-
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ranking officials of the Inter-institutional Comrn@e on the Prevention of Money Laundering and
officials of the Office of the Attorney General tife Republic and the FIU held work meetings to
agree on and review the law Amendments proposeilgly, the Draft “Technical Standards on

Money Laundering and Financing of Terrorism Risk ndgement” is in the process of being
reviewed, which was put to public consultation whitosed on October 24, 2013

It was clarified that art. 7 of the Instructionstbé FIU mentions two preset thresholds that refate
obligations that institutions must meet, those gdilons are different from each other. The first
requirement relates to the identification of them or user when performing individual operatiafis
delivery or receipt of cash in an amount exceedivey thousand colones or its equivalent in foreign
currency (USD $ 571.43), in which case it will lated in the transaction document that covers the
type and number of official identification who plnaly performs the transaction. This regulation
meets the criterion 5.2 b) of the FATF Evaluatiorthdology. The second obligation governing art.
7 of the Instructions in "Transactions” refers e bligation to report to the FIU cash transadtion
exceeding five hundred thousand colones or itsvatgnt in foreign currency (USD $ 57,142.86).
This regulation contravenes the essential criteti® of the FATF Evaluation Methodology. On this
issue, the authorities reported that contemplatede draft amendment of the LCLDA.

Added to this, is not certain whether there is clianpe with the provisions of Article 10 letter @)

the LCLDA, which regulates the obligation taéliably identify and with due diligence to all use
who require their services and the identity of antlyer person or entity on whose behalf are they
acting “, without setting a minimum threshold, i.e. théeitification requirement applies to all
customers and users. According to the essentiariom 5.1 , 2nd paragraph of the FATF Evaluation
Methodology and the actions recommended in theixpasr pending : a ) Expand the clarity and
enhance consistency of instruction that markshiheshold of C 5,000 or USD $ 571.43 for customer
identification , b ) the percentage of the subrditie April 2013 various, as it was considered to
include the assets of Licence Holders and Riskngatiwhich are part of the stock-exchange market
b)Clarify business applicants should always indidhie quality with which they act and not only in
cases where there indicators, c) Establish spegificirements for opening accounts Trusts, Civil
Associations, State Entities; d) Request lower itmading before applying simplified due diligence
measures, e) issue guidelines to financial ingtitstaimed to develop Risk Management systems, f)
reasonable period for verification; g) Grounds ffefusal to open accounts and g) Regular updating
existing customer records. Therefore, compliandh this recommendation is pending

Recommendation 10

15.

As regards compliance with this Recommendationgritesd originally as LC, the Examiner indicated
that for companies not subject to financial ledisla there is no clarity regarding the obligatitmn
keep business-related correspondence. Full conggliaith this recommendation is pending

Recommendation 13 and Special Recommendation 1V

16.

According to the regulations contained in the nstions to the FIU , Chapter IV SUSPICIOUS OR
IRREGULAR TRANSACTIONS, " Special Provision " ingttions must report as Suspicious or
Irregular Operations to the FIU of the Attorney ®eai of the Republic and to the Supervisory Body
jurisdiction over those customers or users as ecel®r knowledge by any means , which are linked
or related directly or indirectly to any of therarnal activities referred to in Article 6 of the Wwa
Against Money Laundering and Asset , and Acts ofrdressm especially of local or international
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significance , for this purpose shall conduct aalysis of the Customer or User of the operation to
report, including : products affected by the entibd any transactions conducted independenthysof it
amount, the report will proceed as long as theeeetlidence set out in Section 12 of the Regulations
of the Law Against Money Laundering and Assets"owdver, the full implementation of these
recommendations requires establishing at the lefrédgislation, the following: a) the obligation to
report attempted suspicious transaction as repdrtethe third and sixth follow up reports in
accordance with the essential criterion 13.3 of FAGF Evaluation Methodology b ) That it is
compulsory for all entities to report suspiciougigtions when suspected or has reasonable grounds
to suspect that funds are linked or be used footism , terrorist acts, terrorist organizationgtase
who finance terrorism , in accordance with the esskcriteria of the Methodology IV.1 . This, in
general terms and not only in cases in which persoa included in lists of terrorists; ¢ ) Reguldue
crime of terrorism and terrorist financing offensespredicate offense or money laundering generator
and assets, 13.1 according to the criteria of théhbtology of Evaluation.

Details on Key Recommendations:

Recommendation 3

17. With respect to compliance with this Recommendatariginally rated as LC, the Evaluator indicated

that in the cases of money laundering recordeadonfiscations have been ordered. This shortcoming
remains unresolved This has been partially overcastie the favourable decision of the court that
heard and decided in favour of confiscation cakaswere pending since 2010 and 2011, for a total
amount of USD$ 986,420.00. The total seized abethird quarter of 2013, is USD $ 1,218.800.

Recommendation 23

18.

19.

20.

As regards compliance with this Recommendation,ctientry has made significant advancements,
despite the fact that its compliance remains pendiime Superintendency of the Financial System
went through a process of integration, in whichdhganizational structure was changed. Among the
main changes, the Department of Risk Money Laundesind Terrorism Financing was created (ML
ITF), which depends on the Administration of Riskdathis in turn, the Superintendent of the
Financial System. The department was strengthengdmore staff and has international certified
partners with supervisory risk experience. Staffso shave a continuous training program and
currently receive assistance from the Office offifecal Assistance of the Department of Treasury of
the United States (OTA), in order to strengthenRisk Based Supervision. Additionally, the areas of
supervision of different industries support the kvof monitoring legal compliance issues regarding
money laundering and terrorist financing, whichachieved with a longer range. Itimmportant to
note, that in the Municipality it has the OperatibRisk Department and Technology, which has the
support of a systems auditor for the review of ramig tools in supervised entities.

With respect to preventive supervision, in Janua@®i2, approval was given for the General
Framework for the Supervision of the Financial 8gstwhich has supervisory criteria and policies
based on risks and full compliance; supervisionoives the following criteria and policies: a)

Inclusiveness, b) Risk-based c) Incorporates bestipes.

For regulated entities a "Draft Technical StanddaisRisk Management and Money Laundering
Laundering and Financing of Terrorism" was desigrigds document is in the discussion phase by
the Standards Committee of Central Reserve Bank. Sécretariat received a copy of the project
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indicated and this refers to the need for enttiiesonduct risk assessments in advance of theselea
or use of new products, practices and technologied, take appropriate measures to manage and
mitigate those risks.

21. As regards the supervision of financial instituamith activity abroad, it was informed in this oep
the Superintendency of the Financial System has dfd@ndums of Understanding with Canada,
Colombia and Central American countries and thalifates cross-border supervision and allows
more intense supervision of national financialitngbns with activity abroad.

22. With respect to training for insurance agents arukdrs, the SSF verifies compliance with the legal
provisions on ML/FT prevention, which include theseution of training programs for their staff.

23. Although the “Rules on the Procedure for Gatheramgl Dispatching Electronic Information on
Irregular or Suspicious Transactions” (NPB4-41) iaréhe process of being updated to incorporate
reporting entities, there is still no special régison, operating license and regulation for the
remittance sector. In this regard, the authoritieported that it has a special bill establishes
registration requirements, a supervisor and ayditerneed for prior authorization and registration
operate, particular obligations on the preventibmoney laundering and terrorist financing , offesis
and penalties for remitter sector. In this regdahd authorities also indicated that it will not be
necessary to reform Supervision and RegulationofAthe financial system. Among the main actions
pending, it is importanthat the project is approved, prior to consides tieicommendation at a level
equivalent to C.

Recommendation 26

24. The FIU has access to the “WEB ROS” (WEB STR) campsystem, through which information can
be obtained on suspicious transaction reports gtdanby financial entities, therefore the action
recommended regarding the implementation of teetmaols is rectified. As regards the exchange of
information, it was noted that the prosecution hasess to different databases of public entities
through agreements of understanding for the exahavfginformation signed by the Attorney
General's Office through the Office of Managemémalysis and access to Information, with various
institutions including the National Registry of Nedl Persons (RNPN), National Registration Centre
(NRC), Ministry of National Defense, Deputy Ministef Transport, Traffic Services Central, SA de
CV SERTRACEN, Telemovil of El Salvador, Telefonigboviles, CTE Telecom Personal SA de CV,
Digicel SA de CV and Intelfon SA of C.V.

25. The Operations and Modernization Directorate (DQdhducted studies, analyses of processes and
manuals toward establishing needs and adequatelggshening the FIU, producing the Report of
November 2013. In addition, the Human Resource Beat, through the Performance Evaluation
and Follow-up Section, received instructions toadep and apply job descriptions that would ensure
the stability of collaborators and the strengthgrohthe FIU.

26. One FIU official received international trainingropided by the “Immigration and Customs
Enforcement Academy (ICE). In the future, this thes training must be extended to all FIU officials
and there must be a permanent training progfems, this Recommendation is pending. Included
among the actions that must be completed by Ela8alvin order to achieve full compliance with this
Recommendation are:

* Eliminate the simultaneous dispatching of the STR'doth the FIU and the SSF, which
affects the confidentiality of reports and creatasallel FIU functions.
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* The number of officials that constitute the FIU &hdir capacity to analyze information is
tremendously low in comparison to the number obrepreceived.

» The Office of the Attorney General of the Repuldiften removes the prosecutors who make
up the FIU to assign them to other tasks of thec®fénd it has the authority to instruct the
FIU as to which cases are deemed priority and waiemot.

* Lack of operational separation between the analged the criminal investigation, with
higher priority being given to the judicial phaséjich is indicative of the lack of technical
autonomy in the fundamental work of producing ficiahintelligence.

* No public information prepared on statistics ambtggies.

» There is no permanent training program for FIUéfis.

Recommendation 36

27. This Recommendation is pending; the evaluator'smesendation persists as there are no internal
procedures for responding to requests for mutuals@asice and international cooperation, and
although in practice this occurs in the contexEgimont and The Vienna Convention (United Nations
Convention against lllicit Traffic in Narcotic Dragand Psychotropic Substances, 1988). Authorities
also indicated that there are specific charges emsgms responsible within the FIU, to meet
international requirements of Egmont, from cousttigat are not members of Egmont and local.

Recommendation 40

28. At the time of the evaluation of El Salvador , twuntry was suspended from Egmont and found no
mechanisms , Memoranda of Understanding ( MOU®) an effective exchange of information, so
that Recommendation was rated as LC . The auth®nitdted that in accordance with paragraph 2 of
art. 18 of the law against money laundering anetas@s already noted in the MER), the FIU is
empowered to share and exchange information witlomesl and international institutions, so that the
absence of MOUS does not limit effective internagilo cooperation with counterparts from El
Salvador. Notwithstanding the foregoing, pursuanétticle 72, paragraph 6 of the Organic Law of
the Attorney General of the Republic Financial ktigation Unit has among its functions the
authority to enter agreements of understandingtlier exchange of information with other units
Financial Intelligence other States or with othestitutions. Currentlyit has or is party to the
following documents : a) Memorandum of Understagdietween the Government of the Republic of
Ecuador and the Government of the United State#&rérica, concerning the operation of the
Research Units Program Anti-Smuggling and llliciafficking in Ecuador ( related crimes) , which
was signed in 2009 , b ) Memorandum of Understanbetween the Financial Investigation Unit of
the Attorney General's Office and the Financiaklligence Unit of the Ministry of Finance and
Public Credit of the United States Mexican cooperabn the exchange of financial information
related to Terrorism , which was signed in 200pRegional MOU on Combating Money Laundering
and the Financing of Terrorism between financigélligence Units to counteract the risks of money
laundering , financing of terrorism and relatedrinial activity , d ) Terms of Reference Documents
between the FIU and the Superintendency of thenEiahSystem , National Drug Commission and
the Department of the Treasury of the United Statesorder to establish the framework for the
provision of technical and strategic advice on tevelopment and application of international
compliance measures against financial crimes.

Special Recommendation Il
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29. With respect to compliance with Special Recommaeaadalil, this continues to be pending, since
mechanisms for freezing funds or assets contralieectly or indirectly by persons identified as
terrorists, financiers of terrorism, or terrorigganizations, do not include adequate guidelines fo
financial institutions or other reporting entitiesgarding actions to be taken, lists and obligation
concerning freezing mechanisms. Furthermore, tloeyad include provisions for those entities whose
funds are frozen to have access to specific regsucccover basic needs to live.

Other Recommendations
Recommendation 6

30. With respect to compliance with this Recommendatittre Evaluator indicated an absence of
provisions concerning PEP. This was partially festj through the issuing of a new Manual of the
Financial Intelligence Unit, which includes thisncept (Article 16, number point 10)nstitutions
shall ensure that the integration of the Compliai@ffice is at all times adjusted to suit the needs
presented. The Compliance Office shall have thieviohg powers: (...) 10. Prepare controls for
Politically Exposed Persons (PEP's), Cooperativegsignated Non-Financial Businesses and
Professions (DNFBP’s), Local or Foreign CorrespondeBanks, Foreign Trade, International
Transfers, Family Remittances, stock exchange rnrgdiation and social security systems, among
others”. However, it remains unclear as to whether or nist @bsolutely resolves the shortcomings,
since it is a principle that is too generic and explained in the sixth follow-up report, the
effectiveness of this Regulation was subject toifraadions at the Law level.

Recommendation 8

31. Regarding Recommendation 8, which was originalledaas PC, the authorities reported that the
shortcoming of the lack of measures to preventrtiguse of new technologies will be resolved
through the inclusion of standards and procedwansitigate the risks derived from the use of new
technologies in the "Technical Standards on Monayrnidering and Financing of Terrorism Risk
Management”, which is still being developed (agestan the framework of Recommendation 23).
Therefore, compliance with this Recommendationiooes to be pending.

Recommendation 9

32. Compliance with this Recommendation continues tpdading, just as in the sixth follow-up report,
since no specific provisions have been issuedHeruse of intermediaries, use of intermediaries for
some aspects of DDC, lack of requirements for lasces to be able to access information on
Insurances and Money Transfer Providers, mainly.

Recommendation 17

33. This Recommendation continues to be pending, siheefollowing aspects recommended by the
Evaluator have not been covered: 1) with respegetoittance entities and non-banking financial
entities not supervised by the SSF and SV, therste an extensive system of sanctions
proportionate to the severity of the offences cottedi on non-compliance with the AML-CFT
standards; 2) there is no possibility of non-monesanctions or the closure of the offending essiti
as well as sanctions for officials of same dueptectfic breaches against ML and FT prevention when
there is involvement from remittance entities anoh-banking financial entities that are not
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supervised by the SSF and SV. In this regard, titlecsities reported that it is developing a specifi
law for the remitter sector, as noted earlier is Report.

Recommendations 21 and 22

34. Recommendation 21 states the measures that muakdse with respect to countries that do not or

insufficiently comply with the FATF Recommendatiodthough, the Standards for the Provision of
Correspondent Banking Service (NPB4-51) regulai® phinciple in Article 6, second paragraph, it
must be extended to all regulated entities and amy to regulated entities with correspondent
banking relationships. Therefore, it is pendingetdend the obligation to pay special attention to
business relationships and transactions with nlaturéegal persons and other financial institutions
that conduct business in countries that do not yagpe FATF Recommendations or do so
insufficiently, to all regulated entities.

Recommendation 25

35. As reported in the fifth follow up report, the essal criteria of Recommendation 22 are pending,

because the Rules to Allow Banks and Exclusive &sepControllers to Perform Equity Investments
in Subsidiaries and Offices in Foreign Countrie$®B4 -11) arts. 16-A, 16-B and 16-C. and the
Standards for the Provision of Correspondent Baniarvice (NPB4-51) arts. 6, 6-A, 6-B and 6-C,
are only for Banks and Exclusive Purpose Contrelkerd not all financial institutions that make up
the Salvadoran financial system. In the contexhefFATF Recommendations, financial institutions
are described in the glossary of terms attachditetee Recommendatians

Recommendation 29

36. With respect to compliance with this Recommendatiwhich would continue to be pending, it is

necessary primarily, to extend the supervisory psved authorities to cover non-financial entities,
which are not part of a financial conglomerate.c8ithe third follow-up report, and in this report,
there were discussions on the issuing of regulatifom cooperatives and remittance providers;
however, these have not been issued.

Recommendations 30, 31, 32 and 33

37. Full compliance with the 3 out of these 4 Recomna¢iods is pending. The failure to comply fully

with Recommendation 26, among others, affects dseurces and consequently, compliance with
Recommendation 30. Recommendation 30 will alsodm®img since the shortcomings identified in
the areas of human resources, technological resguactonomy, etc., remain unresolved, despite the
fact that the authorities reported on collaboratffiorts with the Inter-American Development Bank
(IDB), the US Department of the Treasury (accordinghe fifth follow-up report) and the Inter-
American Drug Abuse Control, Organization of AmaricStates (CICAD/OAS). This also affects
compliance with Recommendation 32, where the sboittgs identified were that: a) the FIU has not
implemented information mechanisms that would pitevthe reporting entities with periodic reports
on statistics, typologies and criminal trends andhe Law enforcement authorities do not have
systems for measuring results that would allow éffectiveness of the AML/CFT system to be
analyzed.

10
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38. With respect to Recommendation 31, it is still sseey to give examples of implementation
regarding cooperation among domestic authoritias.uNdate was presented for this Report, thus,
compliance with the Recommendation is pending.

39. Lastly, as regards Recommendation 33, authorititfsmed that they are already working with the
National Record/Registries Centre; MOU was signetiwben that institution and the Attorney
General’'s Office, to allow the AG's Office and th¢U, have access to information on beneficial
owner and control.

Recommendations 12, 16 and 24

40. As regards compliance with these Recommendatitnese thave been no major changes, with the
exception of the mention that the country will rieeeadvice from the ID during the next year, to
complete the regulations for DNFBPS (consultantstifie diagnosis of DNFBPs were hired) and
training carried out in July, which covered citizelikewise, an internship was conducted with the
Superintendency for Special Verification of Guatar@VE), from November 4-6, 2013. Therefore,
this Recommendation is pending.

Special Recommendations VI and VII

Compliance with these Recommendations is pendintight of the absence of approval for a system for
money or value transfers, which is expected todmtifred with the issuing of regulations in the nea
future, including the technical standards for mnisknagement set forth in this report. As far as @sgyin
compliance with this observation, authorities, asntioned above, in the case of the remitter sector,
consensus was reached on a special bill that edtabl registration requirements, and supervisory
oversight body, the need for authorization and Registration to operate, particular obligationstba
prevention of money laundering and terrorist finagcoffenses and penalties. In that sense, it was
indicated that it will not be necessary to refolra taw of supervision and regulation of financigtem.

Special Recommendation VIII

42. The status of compliance with this Recommendatmeschot remain unchanged, since the legislation
included specifically to regulate non-profit orgeations is yet to be promulgated, nor has a copy be
received.

Special Recommendation 1X

43. The status of compliance with this Recommendatisio aemains as “pending”, considering that
although the fifth follow-up report noted the peasfive of the El Salvadorian authority regarding th
Recommendations of the Evaluator in MER, in the sense that they are not adjusted to therierit
outlined inRecommendation IX, these must be implemented, agedefrom the analysis of criteria
IX.2, IX.5 and 1X.14. Officials said this is refexd to in the proposed amendment to the LCDA.

IV. Conclusion
44. With respect to compliance with the Core and KegdRemendations, as indicated in this Report,
most of the actions recommended in MER, for a full compliance, are yet to be carried dtltis,

due to the fact that most of these actions areidea in the amendment that is before the Legigativ
Assembly. The status of the amendment in El Salyaditough it has not changed significantly since

11
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the sixth follow-up report, shows high commitmenttbe part of the authorities involved, which have
been meeting to reach agreement.

45. The country presented advancements in Core Recodatien 5, Special Recommendation IV and
Key Recommendations 23 and 26. It also submittémirimation on progress in Recommendations 6,
8,12, 16, 24, 25, 31, 32, 33 and Special Recomatant VI and VII.

46. As regards the Decision of the Plenary held in\ivgin Isles in November 2012 concerning full
compliance with all the Core and Key Recommendati@h Salvador complies fully with five (5) of
the sixteen (16) Core and Key Recommendations (Remmmendation - Special Recommendation
Il and Key Recommendations 4, 35 and Special Reaamdations | and V) and has made improvable
progress in the other Recommendations. With refaRecommendation 33, the country achieved a
level of compliance equivalent to a C.

47. During the Plenary held in May 2013, the recentt#a of the Attorney General of the Nation and
the appointment of the Director of the FIU were sidared to be factors that directly affected the
delay in the amendments required, with it beingakstthat El Salvador would continue the regular
expedited follow-up process. Taking into accoumetdhrrent status of reform in El Salvador, which is
expected to be approved before the next report &y ®014, it is recommended that the country
continues on the regular expedited follow-up preceduring which time it is likely that if the
necessary amendments do not take place, El Salvasldd move to a regular intensified follow-up
process.

CFATF Secretariat,
November, 2013.
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5. Customer | PC | .| 50k of clarity, scope and clear | = Undertake a Country Risk Study in relation with NFT-in « Bill submitted to Congress to amend Article 9 @& &ML Law, in the
D.lf.e and differentiated requirements in  order to determine the risk areas that require rattemtion as sense of changing the threshold required to makie ttansaction report:
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 thdg
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

well as the regulatory needs and control needsdordance
with vulnerabilities encountered per each typeeglitated
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®e,

simplify structuring, increase clarity and congreef thereof.

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

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

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

CE 5.2 Extend clarity and increase consistendgsifuctions
that are indicated by the five thousand colondg®b$500.00
threshold for the identification of a client.

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

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

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

The FIU Instruction has been the subject of anglymments and
proposals for reform, currently in the consultatirase with obligated
institutions before proceeding to its reform angrapal.

At the initiative of the FIU, a draft bill has beprepared to grant power;
to the supervisory bodies of the financial systentlie control and
approval of companies engaged in the transferrafdu

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

According to articles, 3, 31 and 32 of the Law ap8&rvision and
Regulation of Financial System, the authority em@®a to regulate and
supervise the institutions subject to control s Buperintendency of
Financial System. These articles read as follows

Para el ejercicio de tales atribuciones contardmependencia operativa,
procesos transparentes y recursos adecuados piseatpefio 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 financiyistem and other
individuals, operations or entities that issue lalsexercise such powers
will require operational independence, transpapentesses and adequate
resources to perform its functions.

To that end, it lies with the Superintendent to:
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insufficient guidelines for CDD
based on risk

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

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

¢5.2 (b)) Require CDD for all transactions and\atiis
provided it is worth it and there is suspicion widlspect to the
veracity of client information or whenever it diféefrom its
profile. (See ¢5.15 and ¢5.16)

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

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

Require specific requirements for the opening adttaccounts,
Civil Associations, and State entities and othgaletructures.

Review identification exception of clients in acdance with
the risk establishing volume limits of operationsl @ther
control measures

CE 5.6 Require that all FI obtain information witlspect to
the purpose and object of the business relatioraanhdl
economic activity regardless of the client riskeleand
financial institution size.

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

EC 5.9 Review adequation of the exempt clientalist
request a minor risk classification before applysigplified
CDD.

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

EC 5.14 Review reasonable term to complete vetifineof
identification of recently organized moral persansjuding
strict requirements for risk reduction such astfiial
transaction prohibition of certain amounts or sakci
characteristics such as transfers, regional cheoksj etc.

Request from all regulated entities to reject teropn account

a) Comply with and enforce, within its jurisdictidaws, regulations,
technical standards and other provisions applicabfeose supervised.
Also, issue and enforce instructions for implemanthe laws and
regulations that govern them;

b) Authorize the establishment, operation, startsuigpension of
operations, modification, revocation of approvésig and other acts of
the members of the financial system, in accordavittethe laws,
regulations or technical standards establishelisnrégard. In the case of
closure, coordinating action to establish the laith other institutions
involved,

c) To monitor preventively risks to members of tinancial system and
how they are managed, ensuring the prudent maimteraf solvency and
liquidity;

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

e) Ensure that members of the financial system tlamse supervised
complete, as appropriate, their businesses, eaedtsperations in
accordance with best financial practices to pretteamisuse of insider
trading and market manipulation;

f) To cooperate with the institutions responsildethe protection of
consumer rights and competition, as well as thgtini®ns responsable for
guaranteeing the deposits of the public and theepitéon 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 bychet75 of this Act;

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

j) Require the cooperation of other state instingito perform their
functions; also resolve within their technical degal powers, requests thz
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 preveatid corrective
measures. Also, if any, imposed sanctions thatliegarrespond to those
supervised found responsible in the actions, evantsnissions arising
from same.

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

Art.31 .- The Superintendent and Assistant Supemihénts will identify

and develop the principles and characteristice®fonitoring process,
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or accomplish a transaction provided the requidedtification
documents may not be obtained or verified adequaitliays
that there is thought that they have been altemdébaare
false.

« 5.17 Demand update of client files that alreadgteri
appropriate times.

objectives and stages to be covered and made kiwtlie members of the
financial system, the criteria and policies adopteinplement risk-based
supervision and to verify compliance with the lefyaimework, taking into
account international best practices. The Superiteet and Assistant

Superintendents appreciate the technical contdbston the subject made
by the members of the financial system.

By defining the policies and criteria under whichpsrvision will be
conducted, the Superintendent and Deputy Supedates should considel
quantitative and qualitative factors to assesstiitability, adequacy and
effectiveness of the management and control pegdrby 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 thal@oumdermine its
efficiency and transparency, by implementing thesoees.

The Superintendent and Assistant Superintendelfitmegt 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 Supenigent, Assistant
Superintendents or persons delegated by same,agaie from those
supervised direct access to all data, reports curdents on its operations
via the means and form set.

When deemed appropriate, the Superintendent mayreetjrect access to
real-time information systems of those monitoredrébver, without prior
notice, audits, inspections, reviews and any dategys necessary to
comply with the law may be conducted. In those cadeere the
Superintendent observes that the supervisee héishrdinformation that
does not reflect its true financial situation, padion of the information
duly corrected must be required without prejudixether legal actions to
be initiated.

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

The Superintendent, Assistant Superintendentsrapps delegated, will
inform to the supervised of the deficiencies, sses, irregularities or
infractions noted in its operations, demandingrthedification in
accordance with regulation, without prejudice twisé on relevant
administrative processes and the application aftgars that might arise
For purposes of this Law, members of the finareyatem may use
microfilm, optical disk, magnetic media, electronmedia or any other
means to file documents and information in ordegffiwiently keep
records , corresponding documents and reportsidimg securities. The
copies or reproductions that derive from microfibbptical disk, magnetic
media, electronic or other means, have the sande®iary value as the
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originals, provided they are certified by a notary

Regarding the application of requirements ALD / GEmittance
companies, it is clear that they, according todtR of the law against
money laundering are also regulated entities and Babmitted to the
Legislative Assembly to amend the proposed lawupesvision and
regulation of the financial system in accordaneeadcordance 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 moneytalering.

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

Article 10 of the ML Law: The Institutions, in adigdin 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 othergei entity on whose
behalf they are acting;

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

c) Train staff on processes and techniques of mtzeydering and assets
so that they can identify anomalous or suspici@usons;

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

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

1) A better understanding of economic activitieaduocted by their clients,
the magnitude, frequency, basic characteristiteofactions in which
they are currently involved and in particular absk who made any
demand deposit, installments, savings accountiedglof goods in trust
or trust funds, or those deposited in safe dejposiés;

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

IIl) Report without fail, immediately and adequaté&d 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 transactionasers of the amounts
involved, by number, complexity, characteristics.sPecial circumstances
that stray from the usual or conventional pattefsimilar transactions
and that such use could reasonably be concludedt twuld be using or
intending to use the financial institution to trlarsmanage, use or invest
money or resources from criminal activity

REFORM PROPOSAL:
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1) A better understanding of economic activitieaduacted by their clients,
the magnitude, frequency, basic characteristiteofactions in which
they are currently involved and in particular absk who made any
demand deposit, installments, savings accountiwedglof goods in trust
or trust funds, or those deposited in safe dejposies. Customers at the
request of the institutions will provide any finsaaladocumentation,
accounting, tax, representative of the ownerstopsession or ownership
of movable and immovable property, proof of wagesmoome, and
generally any information that the Commission cdess necessary.

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

To be submitted to the standards committee of @@l Reserve Bank
the reform project entitled: Technical Standardgtie management of the
risks of money laundering and asset and terrariahting. In which it is
established:

CHAPTER IV
CUSTOMER DUE DILIGENCE
Due Diligence.

Art.16. - Entities shall apply due diligence, tisignifying that
the procedures and controls to reliably assessdemdify their customers
and monitor their operations, in order to propengnage the risk of ML
FT. Includes identification of people, the sourck fonds, economic
activity, geographic location and other informatioecessary to know you
customer and transactional profile setting.

Institutions should adopt and implement policied procedures
to know their customers, as well as and custonmagie. It also should
have policies for monitoring and continued follow ©f operations or|
transactions, for the proper management and riskepition of ML / FT.

Art. 17.- Institutions should take reasonable stepimplement
due diligence procedures to its clients, both iitdigls and legal entities
such as

a) Identify Customer reliably using their ID and othleasic
information requested by the entites at the timé
recruitment. In the case of legal persons, othem ttentifying
them, it should also be understood and documentgd
organizational structure, corporate name and ecanactivity
conducted by the legal representative, shareholderd
members of the Board, among others;

b) Updated lists of natural or legal persons involeccrimes
related to ML / FT derived from the publicationslofal and
international agencies;

c) Verify listings related to countries consideredjassdictions
of no or low taxation, individuals or companieskid to
criminal acts, including terrorism and or have beetrusted
with prominent public functions in the country d&xetcountry

of origin (PEPs) prior to starting any businessiglishment or
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financial prospects;

d) Properly verify the source of funds offered by ounsers,
regardless of financial product or service requist®
establish that the source of their funds is lawful;

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

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

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

h)  Keep detailed records of customers of the entay iave been
linked to activities of ML / FT;

i) Perform checks on transactions made by customeirsgdihne
course of the business relationship, in order teusn that
transactions conducted correspond to the statemade by
clients, their business and risk profile definedl amcluding
the origin of the funds and

j)  Monitor constantly customers or users who permayeort
continuously, financial transactions with countriemre
considered jurisdictions with low or no taxation.

Extended or enhanced due diligence.

Art. 18.- In case the customer transactional befrawiarrants,
organizations must apply extended or enhanced itigertte, especially in
relation to the source of funds and monitor th@ierations considering its
reasonableness and economic and legal justificafiimancial information
must require support. Among the documents that beayequired are: i
Financial statements ii) Proof of Income iii) Cafs iv) Tax returns; v
Proof of investment; vi) List of shareholders ortpars; vii) Any other
documentation supporting client operations.

Request for information and updating

Art. 19.- Customers are obliged to provide the rimfation
required by the entities, and to update the doctatien provided or
immediately report any changes that may occur

Institutions according to its policy may provide fdosing the
accounts of their customers, if they do not provitie information
requested within the established timeframe, forciithey must follow the
procedures set forth in the Commercial Code andefelations protecting
the rights of users of financial services.

Due diligence for clients with financial remittance

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

a) Those who engage in the recruitment and placenfenonhds or
lending, and
b) Those who only engage in the placement of funderating in
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any form, that on a cumulative basis for a monthfgom
operations at or above one hundred thousand Uli&rsio

Request for information to customers with financehittance

Art. 21.- In addition to the provisions of the "Hiook of
Financial Investigation Unit to prevent money laerdg and asset i
financial intermediation institutions” and extended enhanced dug
diligence documentation, institutions shall requileents with financial
remittance when establishing a business relatipngmd generally once
every two years if deemed necessary, the following:

a) Code of ethics or conduct.

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

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

d) Portfolio of services and products.

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

f)  Details of the members of board of directors oriesjant body,
specifying their name, nationality and other gehiefarmation.

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

h)  Organizational Chart.

These information requirements shall conform to theal
nature of the Client.

Alternative mechanism

Art. 22.- Institutions may obtain the informatioat ©ut in the
previous article by questionnaires. They must obtan affidavit of
compliance from its clients with financial remittan or their legal
representatives in the terms of Exhibit No. 2 efsth Rules

Evaluation

Entities should assess or quantify the risk exposéiML / FT,
based on the probability of occurrence and impadt materiality of the
risk of ML / FT in its various risk factors, and tifiey materialize , with
associated risks

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

Within its methodologies risk matrices shall be eleped based on th

)

2y

D

profile of the entity, in which at least previousigentify and include
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geographic areas, products and services, custortirdividuals or

corporations), and assign grades whose risks mestahges between

"High" or "Low", according to the methodology oftegorization.

Control and mitigation
Section 13. - At this stage the company must takasures to

control the risk of ML / FT, must constantly evateidhe effectiveness of

programs, policies, standards, procedures andirexisiternal controls in
place, in case of failure to be effective and / efficient, it should
strengthen or implement new ones, in order to redbe likelihood and
impact that could e generated to materialize tsleaf ML / FT.

Monitoring and Communication.

Institutions should provide systematic and timelpnitoring
risk factors for ML / FT, through ongoing monitogimctivities, monitoring

to facilitate early detection and correction ofidiehcies in the steps of risk

management ML / FT and develop reports allowing éfaelution of this
risk, efficiency and effectiveness of procedureslicies and controls
implemented, likewise must analyze unusual andisiass transactions
detected in order to, among others , can be esieoli where the faul
resided in preventing such transactions to be attedun the entity and in
this way strengthen the procedures, policies andtrals adopted,
developed and executed

Risk factors for ML / FT

Art. 15.- Institutions should establish methodadsgo segmen
risk factors and and identify forms and typologilesough which this risk
could be presented, the main risk generating agdht$ FT, including:
customers , products, services, distribution chiannand location o
geographic location, which can be divided into segts and variables
such as
a) For purposes of determining the risk of customermitist be

considered, among others, factors such as:

. Frequent movements and / or unexplained accourddfesent
people.

. Frequent movements and / or unexplained funds leetweople
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 Pdlii€xposed

Persons (PEPs

. Accounts held by third parties (eg, accountantsydas or other
professionals) for their clients, which does nosctiise the

identity of the end user to the bank. In additieastomer
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accounts presented by such third parties may ihiglrer risk
cases if the financial institution makes unreastmalse of
"know your customer" and enhanced due diligence.

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

b) For purposes of determining the risk of productsl aervices it
should be considered, among others, factors such as
. International correspondent banking services iringl
international transactions such as payments tolpespo are
not regular customers (eg acting as intermediamnykpand
package delivery activities.
. Services involving the marketing and delivery ofecks and
precious metals
. Services inherently providing more anonymity or ocsasily
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, tradinglde
. Purchase of monetary instruments

¢) Among the distribution channels that may pogeeater 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 thigties involved in its
application, supervision and execution, for theppsge of updating an
clarifying the provisions of its content, as welk greserving the
consistency and scope of same, through a struttatevould facilitate its
application.

Subsequent to the consultation phase among thetirepentities, it has
been prepared jointly by ABANSA, SSF and the FIU,“Rroposed
Amendment to the FIU Manual”, falling within thergext of amendment
to the Law presented to the Congress of the Republi

This proposal will be submitted to the office oéthAttorney General of the
Republic for the corresponding approval.

!

>

h

On May 17, 2013, through Agreement No. 085, the Attney General of
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the Republic approved the Manual of the Financial hvestigation Unit
for the Prevention of Money Laundering, published n Official Gazette
D.O. No. 119, volume 400, dated July 01, 20{See document in Annex
1). The modification of the Manual involves the expasion of clarity
and consistency of provisions, with a simplified sticture.

A request was presented to the World Bank (WB) on@®@May/13 to be
beneficiaries of the NRA tool for the drafting of he Country Risk Map.
Notification was received from the WB that the reqest had been
approved on 16/July/13. A letter was presented to he WB
representative in El Salvador for procedural formaity on 18/July/13.
On 09/September/13, the WB informed that approval as given for
them to work with us on the National Risk Assessménthat they will
include the regional office and that they are arraging the financing.
Tentatively, the NRA of Central America may begin aound
December/2013 or January/2014. Awaiting the WB to efine the
commencement date of the project.

The national money laundering and financing of terorism (ML/FT)

risk assessment methodology will be a self-assessineprocess
comprising three phases with a duration of 6 to 9 onths, in which a
WB team will accompany El Salvador throughout the pocess and up
to the completion of the risk assessment, when itak been duly
documented. The tool consists of three phases anda missions, during
which data gathering efforts will be carried out. Upon the completion
of the national ML/FT risk assessment process, thexpectation is to
obtain results that would indicate the areas of hilg, medium and low
risk in a reliable and trustworthy manner. All the data, information
and statistics that support the assessment will beecorded and
documented during the process, which will serve aonfirmation of the
assessment and a point of reference for future NRA!

The Attorney General of the Republic held an infornative meeting
with representatives of the Technical Secretariatfathe President of the
Republic, the Legislative Assembly, the Central Resve Bank, the
Superintendency of the Financial System, the Salvadan Banking
Association and the major banks of the country, tanake known the
results of the Sixth Follow-up Report of the CFATF, presenting El
Salvador’s current situation to the international @mmunity regarding
compliance and the fight against Money Laundering ad the Financing
of Terrorism. The meeting was held at the Office ofthe Attorney
General of the Republic at the Auditorium of the Training School for
Prosecutors, on June 21, 2013.

As follow-up to the matter concerning the Amendmerg to the Anti-
Money Laundering Law (AMLL), the motions presented in the
Legislative Assembly on amendments to the provisisnof the AMLL
were studied and analyzed, with the Prosecutors dhe FIU together
with the Legal Advisor of the Attorney General of he Republic, Dr.
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Ramén Ivan Garcia being instructed toward that end,developing the
following activities:

20 June/2013: Meeting in the Legislative Assembly ith the
President of the Commission on Public Security an€Combating
Drug Activity, Colonel José Antonio Armendariz Rivas, for the
purpose of promoting the proposal on amendments tthe AMLL,
reporting in turn on the commitments obtained during the
CFATF Plenary in Managua, in May/2013

10 July/2013: Meeting in the Legislative Assembly ith the
Assistant of the President of the Commission on Plib Security
and Combating Drug Activity, arranging the acquisiton of the
files of the different motions to amend the AMLL. These were
forwarded to the team of prosecutors on 11 July/2L

12 July/2013: The Head of the FIU, Mr. Tovias Menjar,
commissions the prosecutors Carlana Parada, Eugenidaricela
Campos and Maria Graciela Aragén to review and forrlate
observations on the proposal on amendments to theMiL L

17 July/2013: Team of prosecutors working on obseations on
the files of the motion to amend the law, which the consolidate
for discussion and observations in the Inter-instittional
Committee on the Prevention of Money Laundering.

18 July/2013: Dispatching of the consolidated promal on
amendments to the AMLL, to Dr. Ramén Ivan Garcia, legal
Advisor of the Attorney General of the Republic, fo
considerations and follow-up proposals.

12, 16 and 19 August/2013: Meetings to review an@mpare the
proposals on amendments to the AMLL, with Ms. Alesa Esteffi
Herrera, Legal Collaborator of the FIU

20 August/2013: Team of prosecutors commissionedgsented the
Legal Advisor of the Attorney General of the Repubk with the

law amendments deemed pertinent, reviewing in lighof national

regulations and international standards, the propoal on articles
2,9, 9A, 9B, 9C, 18, 23 and 23B.

23 August/2013: The proposal presented by the Intenstitutional
Committee on the Prevention of Money Laundering waseviewed
and the wording of articles: 4, 10, 13 14, 15, 1925 and 26A was
proposed based on the regulations in force and oth&aws that are
in the process of being approved, in addition to wih, the
problems involved in the application of articles 20and 21 of the
AMLL were discussed.

27 August/2013: The Attorney General of the Repubti held a
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meeting with the representatives of the Legislativéssembly who
constitute the Commission on Public Security and Gubating
Drug Activity, for the purpose of presenting the inportance of the
amendments to the Money Laundering Law based on the
international standards outlined in the FATF recomnendations.
The final version of the proposal on amendments tthe AMLL
was presented.

3, 10, 13, and 16 September/2013: The OAG/FIU tecieal team
agreed to attend meetings with the Commission on Blic

Security and Combating Drug Activity to discuss theproposals on
amendments to the Money Laundering Law. These meetjs did
not take place due to the absence of a quorum ofdtmembers of
the commission

12 September/2013: The OAG/FIU technical team met ith
representatives of the Commission on Public Secuyit and
Combating Drug Activity, to review and address techical
consultations regarding the proposal on amendmentdo the
AMLL

17 September/2013: The Attorney General of the Replic held a
meeting with the Representatives of the Commissioon Public
Security and Combating Drug Activity, outlining the importance
of approving the amendments to the Money Launderind.aw, by
virtue of the benefits and setbacks stemming fromheir approval
or rejection.

24 September/2013: Call to a meeting with the Comisgion on
Public Security and Combating Drug Activity to coninue the
discussion on the proposals on amendments to the Ky
Laundering Law.

03 October/2013: The discussion on the amendments the AML
Law continues in the Legislative Assembly, with séous
commitment and clarity among the members of the Comission
on Public Security and Combating Drug Activity, regarding the
impact and importance of their approval

08 October/2013: The Attorney General of the Repulid held a
meeting at the President’'s house, outlining the imgrtance of
approving the amendments to the AML Law, by virtue of the
requirements of the international standards, therely seeking to
draw closer the positions between the central govement and the
representatives of the Legislative Assembly, whictvould lead to
the effective approval of the amendments.

Y
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The Central Reserve Bank (BCR) reported on 8/July/3 through the
Department for Financial System Standards that thedraft "Technical
Standards on Money Laundering and Financing of Terorism Risk
Management" prepared by the SSF and forwarded to ta BCR on
22/Nov/2012, sent for review on 10/Dec/2012 to th&echnical
Assistance Office (TAO) of the Treasury of the Unéd States, to the
Advisor Carol Mesheske, whose observations were rmeged on
13/Jun/2013, was still under review by the Legal Qmartment of the
BCR. On 12/September/13, the BCR updated the statusf the draft,
reporting that it was reviewed by the Legal Departnent on the powers
of the Standards Committee on the matter, and undetechnical review
by the Department for Financial System Standards; ad also that on 23
August/13, the SSF dispatched a new version of thraft Standards
incorporating the observations of the Office of theTreasury of the
United States (TAO), the sixth CFATF report and the new FIU
Manual, which was the subject of technical legal rdew. The BCR has
defined an estimated schedule for developing the phes of the process
pending approval, as follows:

1) Meeting of the joint BCR-SSF team to reach conssus on the draft
(23-27 Sep)

2) Public consultation with the industry (27 Sep 11 Oct)

3) Analysis of comments of the joint BCR-SSF teanig -18 Oct)

4) Receipt of the position of the SSF executive comittee (21 - 23 Oct)
5) Approval by the BCR through its Standards Commitee (25 Oct)

6. PEPs

NC

» Absence of provisions related
with PEPs

« Develop and issue specific regulations related tighcontrol
of PEPs taking into consideration all criteria cated by
FATF, as well as reference guides to determinettistaized
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 tbatractual relationship,
who serves or has served as senior public officittie national territory or
country abroad, including their closest relatiy@sons closely associate

It will continue to consider National PoliticallyxBosed Persons, those
who had been listed in that capacity during the years following the year
in which they had resigned from office. When thiecef 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 additioffarmation about said
condition.

The institutions should have reinforced policied procedures for
politically exposed persons, designed to complyite diligence,
especially in relation to the origin of their funaisd monitor their
operations considering its reasonableness and etorrmd legal
justification .

Any business relationship with a politically expdgeerson must have prio

!

r
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authorization, at least, from a senior executigtitation.

Regulation of the Law will develop the contentliistarticle.

However, approval is yet to be received from the@ess regarding the

requested amendments to the Law and efforts haea badertaken tg
define what could constitute the development ofd spbint in the
Regulation of the Law concerning the content oickrtd-C pertaining to
PEP’s. Toward that end, a “Proposal for the dewvalm of the
Regulation” has been prepared in such a manneittivauld be a standarc
that would clearly simplify the application and tmah of the regulation.

This proposal has been analyzed, reviewed and \@sbejointly by
ABANSA, the SSF and the FIU. It should be pointed that granting
authorization to the competent authority, overaaramendments and/a
improvements in the Regulation of the Law, the Mlanual and other
standards, is in some way subject to the approyalthe Honorable
Legislative Assembly of the proposals to amendLtinw; however, efforts
are being undertaken proactively in the framewofkth® amendmen
proposal presented, in such a manner that it waadtain plans o
proposals developed to promote advancement inréze a

On May 17, 2013, through Agreement No. 085, the Attney General of
the Republic approved the Manual of the Financial hvestigation Unit
for the Prevention of Money Laundering, published n Official Gazette
D.O. No. 119, volume 400, dated July 01, 2013 (Stsument in Annex
1). A provision covering PEP’s was included in théollowing articles:

CHAPTER VIII. Article 16, number point 10.

“Institutions shall ensure that the integration of the Compliance Office
is at all times adjusted to suit the needs presemte The Compliance
Office shall have the following powers: (...) 10. Prare controls for
Politically Exposed Persons (PEP's), Cooperatived)esignated Non-
Financial Businesses and Professions (DNFBP’s), laicor Foreign
Correspondent Banks, Foreign Trade, International Tansfers, Family
Remittances, stock exchange intermediation and sati security
systems, among others”.

The Attorney General of the Republic held an infornative meeting
with representatives of the Technical Secretariatfathe President of the
Republic, the Legislative Assembly, the Central Resve Bank, the
Superintendency of the Financial System, the Salvadan Banking
Association and the major banks of the country, tanake known the
results of the Sixth Follow-up Report of the CFATF, presenting El
Salvador’s current situation to the international @mmunity regarding
compliance and the fight against Money Laundering ad the Financing
of Terrorism. The meeting was held at the Office ofthe Attorney
General of the Republic at the Auditorium of the Training School for

|

Prosecutors, on June 21, 2013.
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As follow-up to the matter concerning the Amendmert to the Anti-
Money Laundering Law (AMLL), the motions presented in the
Legislative Assembly on amendments to the provisienof the AMLL
were studied and analyzed, with the Prosecutors dhe FIU together
with the Legal Advisor of the Attorney General of te Republic, Dr.
Ramoén Ivan Garcia being instructed toward that end,developing the
following activities:

20 June/2013: Meeting in the Legislative Asseryb with the
President of the Commission on Public Security an€Combating
Drug Activity, Colonel José Antonio Armendariz Rivas, for the
purpose of promoting the proposal on amendments tthe AMLL,
reporting in turn on the commitments obtained during the
CFATF Plenary in Managua, in May/2013

10 July/2013: Meeting in the Legislative Assemblywith the
Assistant of the President of the Commission on Plib Security
and Combating Drug Activity, arranging the acquisiton of the
files of the different motions to amend the AMLL. These were
forwarded to the team of prosecutors on 11 July/2(L

12 July/2013: The Head of the FIU, Mr. Tovias Mejivar,
commissions the prosecutors Carlana Parada, Eugenislaricela
Campos and Maria Graciela Aragon to review and forrolate
observations on the proposal on amendments to theMAL L

17 July/2013: Team of prosecutors working on obseations on the
files of the motion to amend the law, which they cwsolidate for
discussion and observations in the Inter-institutioal Committee
on the Prevention of Money Laundering.

18 July/2013: Dispatching of the consolidated pposal on
amendments to the AMLL, to Dr. Ramoén Ivan Garcia, legal
Advisor of the Attorney General of the Republic, fo
considerations and follow-up proposals.

12, 16 and 19 August/2013: Meetings to review armbmpare the
proposals on amendments to the AMLL, with Ms. Alesa Esteffi
Herrera, Legal Collaborator of the FIU

20 August/2013: Team of prosecutors commissiongudesented the
Legal Advisor of the Attorney General of the Repubit with the
law amendments deemed pertinent, reviewing in lightf national
regulations and international standards, the propoal on articles
2,9, 9A, 9B, 9C, 18, 23 and 23B.

23 August/2013: The proposal presented by the let-institutional

Committee on the Prevention of Money Laundering waseviewed
and the wording of articles: 4, 10, 13 14, 15, 1925 and 26A was
proposed based on the regulations in force and oth&aws that are
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in the process of being approved, in addition to wbh, the
problems involved in the application of articles 20and 21 of the
AMLL were discussed.

27 August/2013: The Attorney General of the Repdlz held a
meeting with the representatives of the Legislativé\ssembly who
constitute the Commission on Public Security and Qubating
Drug Activity, for the purpose of presenting the inportance of the
amendments to the Money Laundering Law based on the
international standards outlined in the FATF recommendations.
The final version of the proposal on amendments tthe AMLL
was presented.

3, 10, 13, and 16 September/2013: The OAG/FIU fadical team
agreed to attend meetings with the Commission on Blic Security
and Combating Drug Activity to discuss the proposa on
amendments to the Money Laundering Law. These meetjs did
not take place due to the absence of a quorum ofehmembers of
the commission

12 September/2013: The OAGI/FIU technical team metwith
representatives of the Commission on Public Secuyit and
Combating Drug Activity, to review and address techical
consultations regarding the proposal on amendmentgo the
AMLL

17 September/2013: The Attorney General of the Reblic held a
meeting with the Representatives of the Commissioon Public
Security and Combating Drug Activity, outlining the importance
of approving the amendments to the Money Launderind-aw, by
virtue of the benefits and setbacks stemming fromheir approval
or rejection.

24 September/2013: Call to a meeting with the Camission on
Public Security and Combating Drug Activity to contnue the
discussion on the proposals on amendments to the Ky
Laundering Law.

03 October/2013: The discussion on the amendmerits the AML
Law continues in the Legislative Assembly, with sévus
commitment and clarity among the members of the Comission
on Public Security and Combating Drug Activity, recarding the
impact and importance of their approval

08 October/2013: The Attorney General of the Replic held a
meeting at the President’s house, outlining the ingrtance of
approving the amendments to the AML Law, by virtue of the
requirements of the international standards, therely seeking to
draw closer the positions between the central govement and the
representatives of the Legislative Assembly, whictvould lead to
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the effective approval of the amendments.
7. NC i ; - i The SSF approved the standard for the provisiamoogspondent banking
» Absence of provisions related » Develop and issue prudent regulations about petesttivities . A ;
Corresponde : : P services through the board in session No. CD-28#4téd July 20, 2011
nt bank with Correspondence Banks and  of Correspondent Bank in El Salvador taking intocamt all which is identified as NPBA4-51 standard. Schedulé/Bich contains

cross-border business

criteria indicated by FATF.

prudential regulations for potential correspondsariking activities

With respect to banks and sole purpose controliefaam to standard
NPB1-11 was approved which aims to establish minimequirements
and procedures to be followed by domestic bankscanubrations of sole
purpose controllers, so that the SSF authorizes thénvest 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 consisténtheime country
requirements and recommendations of FATF. Annex 3

The reform project issued by the standards comenitt¢he Central
Reserve Bank provides as follows:

Risk factors for ML / FT

Art. 15.- Institutions should establish methodadsgo segmen
risk factors and identify forms and typologies thgh which this risk could
be presented, the main risk generating agents MET/ including:
customers , products, services, distribution chiannand location o
geographic location, which can be divided into segts and variables
such as
c) For purposes of determining the risk of customermitist be

considered, among others, factors such as:

. Frequent movements and / or unexplained accourd&fezent
people.

. Frequent movements and / or unexplained funds leetweople
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 Pdliji€xposed

Persons (PEPs

. Accounts held by third parties (eg, accountantsydas or other
professionals) for their clients, which does nosctiise the
identity of the end user to the bank. In additieustomer
accounts presented by such third parties may ihiglrer risk
cases if the financial institution makes unreastmalse of

"know your customer" and enhanced due diligence.

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

d) For purposes of determining the risk of productsl aervices it

should be considered, among others, factors such as
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. International correspondent banking services iringl
international transactions such as payments tolpespo are
not regular customers (eg acting as intermediamnykpand
package delivery activities.
. Services involving the marketing and delivery ofecks and
precious metals
. Services inherently providing more anonymity or oceasily
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, tradinglde
. Purchase of monetary instruments
¢) Among the distribution channels that may pogeeater risk are:
. Use of intermediaries or sub-agents,
¢ ATMs
. Electronic Banking
. Kiosks
. Regional Banking
. Mobile Banking (cell phone use).
8. New PC Financial Institutions in El Salvador contemplatéts 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.

5« The development of the regulation must be consitiere
regulate minimum control mechanisms for operatioasle
through modern technologies.

procedures to prevent money and assets laundénmgpproval of new
products or services, consult the Register offfosompliance, 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 processass expeditiously
possible.

The procedure followed is as follows:

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

If the area of compliance demurs to the new produservice, it is not
approved. If there are recommendations or chamgiés$ar
implementation, while these changes are not impheak that product or
service is not approved
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The draft reform entitled: Standards for managisksrof money
laundering and asset and terrorist financing, éstas the following
minimum control mechanisms for operations with nradechnology and
non face to face business. This project will bespngéed in the following
days to the Standards Committee of the CentralrRe&ank for approval.
Estimated approval for the month of November tleiary

Electronic Financial Transactions

Art.27.- The entity providing electronic bankingnsees must keep 3
log of access and use the system to record ankl th@esactions made b
the customer. Electronic financial transactiondude those transaction
performed through ATMs, Internet, telephone tratisas or any other
service that may be carried out electronically.

Efforts have begun toward the development of a mifthe system off
demands for compliance to be considered in ordeegalate and contro|
this type of operation. In that regard, ABANSA, S8iRd the FIU are
together designing, analyzing and reviewing a “Psmgl standard fo
operations conducted through Modern Technologies”.

This proposal is being analyzed, reviewed and ehkserjointly by
ABANSA, the SSF and the FIU. It should be pointed that granting
authorization to the competent authority, overaaramendments and/a
improvements in the Regulation of the Law, the Mlanual and other
standards, is in some way subject to the approyalthe Honorable
Legislative Assembly of the proposals to amendLtinw; however, efforts
are being undertaken proactively in the framewofkth® amendmen
proposal presented, in such a manner that it waadtain plans o
proposals developed to promote advancement inréze a

The Central Reserve Bank (BCR) reported on 8/July/3 through the
Department for Financial System Standards that thedraft "Technical
Standards on Money Laundering and Financing of Terorism Risk
Management" prepared by the SSF and forwarded to ta BCR on
22/Nov/2012, sent for review on 10/Dec/2012 to th&echnical
Assistance Office (TAO) of the Treasury of the Unéd States, to the
Advisor Carol Mesheske, whose observations were reged on
13/Jun/2013, was still under review by the Legal Qmartment of the
BCR. On 12/September/13, the BCR updated the statusf the draft,
reporting that it was reviewed by the Legal Departnent on the powers
of the Standards Committee on the matter, and undetechnical review
by the Department for Financial System Standards; ad also that on 23
August/13, the SSF dispatched a new version of thraft Standards
incorporating the observations of the Office of theTreasury of the
United States (TAO), the sixth CFATF report and the new FIU
Manual, which was the subject of technical legal sdew. The BCR has
defined an estimated schedule for developing the phes of the process
pending approval, as follows:

<<

=

1) Meeting of the joint BCR-SSF team to reach conssus on the draft

32



Post-Plenaria Final

FATF 40 Rec.

Rati
ng

Factors underlying rating

Recommended Actions

Actions Informed by Country

(23-27 Sep)

2) Public consultation with the industry (27 Sep 11 Oct)

3) Analysis of comments of the joint BCR-SSF teani{ -18 Oct)

4) Receipt of the position of the SSF executive caomittee (21 - 23 Oct)
5) Approval by the BCR through its Standards Commitee (25 Oct)

As follow-up to the matter concerning the Amendmert to the Anti-
Money Laundering Law (AMLL), the motions presented in the
Legislative Assembly on amendments to the provisisnof the AMLL
were studied and analyzed, with the Prosecutors dhe FIU together
with the Legal Advisor of the Attorney General of tie Republic, Dr.
Ramoén Ivan Garcia being instructed toward that end,developing the
following activities:
¢ 20 June/2013: Meeting in the Legislative Assemplvith the President
of the Commission on Public Security and CombatingDrug
Activity, Colonel José Antonio Armendariz Rivas, fa the purpose of
promoting the proposal on amendments to the AMLL, eporting in
turn on the commitments obtained during the CFATF Renary in
Managua, in May/2013

« 10 July/2013: Meeting in the Legislative Assenipwith the Assistant
of the President of the Commission on Public Secuyi and
Combating Drug Activity, arranging the acquisition of the files of
the different motions to amend the AMLL. These werdorwarded to
the team of prosecutors on 11 July/2013

e 12 July/2013: The Head of the FIU, Mr. Tovias Mejivar,
commissions the prosecutors Carlana Parada, EugeniMaricela
Campos and Maria Graciela Aragén to review and formlate
observations on the proposal on amendments to theVA_L

¢ 17 July/2013: Team of prosecutors working on obseations on the
files of the motion to amend the law, which they awsolidate for
discussion and observations in the Inter-institutioal Committee on
the Prevention of Money Laundering.

e 18 July/2013: Dispatching of the consolidated pmosal on
amendments to the AMLL, to Dr. Ramoén Ivan Garcia, legal
Advisor of the Attorney General of the Republic, fo considerations
and follow-up proposals.

e 12, 16 and 19 August/2013: Meetings to review antbmpare the
proposals on amendments to the AMLL, with Ms. Aleda Esteffi
Herrera, Legal Collaborator of the FIU

¢ 20 August/2013: Team of prosecutors commissiongaesented the
Legal Advisor of the Attorney General of the Repulit with the law
amendments deemed pertinent, reviewing in light ofnational
regulations and international standards, the propoal on articles 2,
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9, 9A, 9B, 9C, 18, 23 and 23B.

23 August/2013: The proposal presented by the let-institutional
Committee on the Prevention of Money Laundering waseviewed
and the wording of articles: 4, 10, 13 14, 15, 125 and 26A was
proposed based on the regulations in force and othéaws that are
in the process of being approved, in addition to wihh, the problems
involved in the application of articles 20 and 21 fothe AMLL were
discussed.

27 August/2013: The Attorney General of the Repdlr held a

meeting with the representatives of the LegislativéAssembly who
constitute the Commission on Public Security and Gubating Drug

Activity, for the purpose of presenting the importaace of the
amendments to the Money Laundering Law based on the
international standards outlined in the FATF recomnendations.
The final version of the proposal on amendments tthe AMLL was

presented.

3, 10, 13, and 16 September/2013: The OAG/FIU temical team
agreed to attend meetings with the Commission on Blic Security
and Combating Drug Activity to discuss the proposa on
amendments to the Money Laundering Law. These meetjs did not
take place due to the absence of a quorum of the méers of the
commission

12 September/2013: The OAG/FIU technical team metwith
representatives of the Commission on Public Secuyit and
Combating Drug Activity, to review and address techical
consultations regarding the proposal on amendment® the AMLL

17 September/2013: The Attorney General of the Reblic held a
meeting with the Representatives of the Commissioon Public
Security and Combating Drug Activity, outlining the importance of
approving the amendments to the Money Laundering La, by
virtue of the benefits and setbacks stemming fronmheir approval or
rejection.

24 September/2013: Call to a meeting with the Camission on
Public Security and Combating Drug Activity to coninue the
discussion on the proposals on amendments to the Ny
Laundering Law.

03 October/2013: The discussion on the amendmertis the AML
Law continues in the Legislative Assembly, with séwus
commitment and clarity among by the members of th&€ommission
on Public Security and Combating Drug Activity, recarding the
impact and importance of their approval

08 October/2013: The Attorney General of the Rephlic held a
meeting at the President’s house, outlining the imgrtance of

34



Post-Plenaria Final

FATF 40 Rec.

Rati
ng

Factors underlying rating

Recommended Actions

Actions Informed by Country

approving the amendments to the AML Law, by virtue of the
requirements of the international standards, therely seeking to
draw closer the positions between the central govement and the
representatives of the Legislative Assembly, whiciwould lead to the
effective approval of the amendments.

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.

@

o

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 fulgmply with
Instructions related with obligations derived fréime Law and
its relevant regulation concerning client knowledge
weakened.

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

Establish adequate control mechanisms to verifyttiea
obligation of insurance companies to monitor coampie of
their agents for obligations related with AML/CFsTdomplied
with.

Consider the possibility of implementing a systeat
demands remittance senders or money transmittensmdtor
operations and compliance with provisions of thgma
agents (over whom must comply with some CDD elesjent

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

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

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

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

c¢) Train staff on processes and techniques of mtaeydering and assets
so that they can identify anomalous or suspici@usons;

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

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

1) A better understanding of economic activitieaduocted by their clients,
the magnitude, frequency, basic characteristiteafactions in which
they are currently involved and in particular absk who made any
demand deposit, installments, savings accountiwetglof goods in trust
or trust funds, or those deposited in safe dejasiés;

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

IIl) Report without fail, immediately and adequatéd the Attorney
General's Office, through the FIU and the Supenii¢acy, any relevant
information on fund management, the amount or eatarelated to the
economic activity of their customers transactionasers of the amounts
involved, by number, complexity, characteristics.special circumstances|
that stray from the usual or conventional pattefnsimilar transactions
and that such use could reasonably be concludéd twald be using or
intending to use the financial institution to triamrsmanage, use or invest
money or resources from criminal activity

Also the LD law regulations in Article 4 paragrdjeh strongly reaffirms
the obligation of institutions to adopt a policyawsure sufficient
knowledge of their customers in order to achiewedbjectives of the Act
and its regulations
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12. DNFBP- | NC « There are no competent » Appoint authorities with human resources and maitefi According t_o Legislative Decree numbgr 592 dqteap;droved in Ja_ngary
R.5, 6, 8-11 2011 Effective on 02 August 2011, which contairesltaw of Supervision

authorities in ML and FT matters
that regulate and supervise
DNFBPs.

» There are no provisions that allo
compliance with FATF
Recommendations

adequate allowing efficient regulation and supéovistask of
DNFBPs.

¢ Issue provisions that allow DNFBPs compliance W
obligations indicated in AML Law.

and Regulation of Financial System, provides thatSuperintendent of

itIJ]:inancial System is the body responsible regulediuh risk-based
supervision. Here are some articles related tantipeementation of this
recommendation

Supervised

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

a) The Central Reserve Bank with regard to theipiavs of paragraph 1)
of Article 4 of this Act;

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

c) Companies in accordance with the law, membefimancial
conglomerates, or the Superintendent declaredcis sicluding both their
holding companies and their member societies;

) Institutions pension fund managers;

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

f) The stock exchanges, brokerage houses, compiduaiespecialize in the
storage and safekeeping of securities, rating aggniostitutions 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 $awamd 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, particuldrse involved as
investors;

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

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

1) The INPEP and ISSS, the latter with regard toRublic Pension System
the System of Occupational Risks and Health tecthnéserves;

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 Sanitafiund and Financial
Empowerment in all matters relating to its laws eggllations;

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 metionthe previous
paragraphs
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They are also subject to the supervision of theeBogendent of operations
carried out by bodies and institutions listed abagewell as members of
the administrative, legal representatives, ageffisers, directors,
managers, internal auditors and other personnéheofmembers of the
financial system. Also to be monitored, whethespes or companies, are|
external auditors, companies specialized in pragdiredit information
services operating in El Salvador, insurance bjlagents brokers,
stockbrokers, the stock positions, and the licenseferred to the Law on
Commodity Exchanges and Services, the pensioncgeagents, experts,
actuaries, auditors, liquidators and other proesss, specifically
regarding the performance of their functions arrdises in the members o
the financial system.

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

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

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

Also, their administrators and staff must providgon request of the

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

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

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

Art.38 .- The directors, administrators, staff memshand managers of the
financial system who contravene the provisionswefs, regulations or
standards or any act or omission causing injuthéosaid member or
others, shall be punished in accordance with tbeigipns of this Act,
without prejudice to the responsibility to them étamages caused.

Shall be punished in a similar manner to those dikdose 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 thernmdtion for personal
gain or third parties, without prejudice to anyntnal penalties that may b
applicable.

f

D
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Not included in the foregoing paragraph, the infation required by the
judicial authorities, the Attorney General's Offexed 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 Lad ether applicable laws
as well as information that is required by foregypervisory bodies in the
exercise of its powers.

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

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

With respect to DNFBP’s, like the Financial Invgstion Unit, efforts
have been undertaken to develop closer relatiorth thie sector, in
coordination with the Superintendency of the Finain8ystem and with
support from Organizations such as the CFATF and,@Tsuch a manne
that we have achieved the following:

. An initial approach with the reporting entities (BBIP’s), through
the “Training course targeting Designated Non-Fa@nBusinesses
and Professions (DNFBP’s)” with support from the riblaean
Financial Action Task Force (CFATF) and the Goveenmof the
Kingdom of Spain, held on September 17-21, 2012.

. Regional Approach at the level of Financial Invgstion Units and
Supervisors through the “Regional Workshop on Siigien to
Prevent Money Laundering and Combat Terrorist Fivan for
DNFBP’s”, with support from the Technical Assistar©ffice of the
Treasury of the United States, held on April 8-®12

On 03/June/13, steps began with the Inter-AmericarDevelopment
Bank (IDB) with a view to joining its project on cooperation and
specialized technical support for AML/CFT. The courry’s request had
to be channeled through the Technical Secretariatfothe President
(STP), thus on 27/June/13, the request to the STPaw facilitated so
that it could present it to the IDB (received at tle STP on 8/July/13).

On 15/July/13, steps were taken with the Legal Adsor appointed by
the Technical Secretariat of the President to foll-up the CFATF
matter, in order to promptly facilitate the request presented by the
OAG/FIU. On 15/July/13, the STP issued an officialequest to the IDB,
a copy of which was received at the OAG/FIU on 19ly/13
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On 16/August/13, the Cooperation Project began, tlugh the F

IDB/FIU Videoconference, to review the work areasgstablish needs
and define the Work Plan. It was determined that tle technical
cooperation would focus on the following components

1. Assessment of DNFBP’s

2. Proposed regulatory framework, whose format coul have two
options: (a) An annex suggesting standards that sbil be developed
by the country; or instead, (b) Drafting of the standards proposed

3. Development of information systems (statistics)Vill involve steps
for coordination with another FIU in order to include an Internship

that would allow knowledge, replication and adjustnent of

computerized systems for El Salvador’s FIU (with ehigher likelihood

than it would be with the IVE of Guatemala).

On 27/August/13, the 2 Videoconference was held to review the
Terms of Reference, in order to commence the procedor expressing
interest, so that the consultants could present tlirecandidates for the

project.

On 10 September/13, the IDB published the Expressie of Interest
with their respective Terms of Reference for the Casultations on
DNFBP’s and the FIU Technological Platform, so thathe consultants
could submit an offer for professional services anfbrward their CV's
no later than 17 September/2013. On 19 September®) the IDB
informed that it had completed the evaluation of cadidates. A 3¢
videoconference has been scheduled for 26/Septemit2€r.3, to discuss
the candidates, reach consensus and for the IDB fmoceed with the
contracting. Tentatively, the contracting of consufants would be
carried out during the first week of October/2013

On 30/September/13, the '$ Videoconference was held to review ang
evaluate, based on the Terms of Reference, the lisf consultants
nominated for the project. The various alternativeswere discussed,
pending the verification of the availability of time to commence the
project

On 02/October/13, the 4t Videoconference was held, during which a
decision was taken on the two consultants with whom work will be done
in the project. The IDB will carry out the corresponding administrative
contracting procedures, in order to officially commence the
consultations. In addition, we were notified of the acceptance by the IVE
of Guatemala regarding the internship request to learn about the
technological development experienced, agreeing that direct
communication would be established with Erick Estuardo Ramos
Sologaistoa, the Superintendent of Special Verification and Eduardo
Antonio Soto Alvarez, the Director of the Prevention and Compliance
Department, to determine the dates and details of the internship.

On 10/October/13, the Videoconference was held with the IVE of

39



Post-Plenaria Final

FATF 40 Rec.

Rati
ng

Factors underlying rating

Recommended Actions

Actions Informed by Country

Guatemala, to define the topics of interest that will be covered in the
internship, establishing as a possible date, the first week of November.
Confirmation of dates pending.

The Office of the Attorney General of the Republic,through the
Financial Investigation Unit, carried out an activity entitled "Training

on the AML/CFT Regulatory Framework targeting Designated Non-
Financial Businesses and Professions (DNFBP’s)", o80 and 31
July/13 at the OAG, at the Auditorium of the Training School for
Prosecutors. The training ran for two days, with anapproximate
duration of seven and a half teaching hours per daywhich included
theoretical presentations on the local regulatory famework and a
practical workshop.

Attending the event were vehicle importers, instittions conducting
fund transfers, dealers of precious metals and stes, the hotel
industry, casinos and gaming houses, real estate caproperty agents
and travel agencies. Also participating in said aétity was the
Superintendency of Business Obligations, the Supésory entity
responsible for monitoring compliance by reporting entities and
DNFBP’s, in order to achieve project continuity andlinks regarding
AML/CFT supervision.

As a result of the training activity for DNFBP’s, communication and
follow-up have been maintained with the SalvadorianAssociation of
Vehicle Distributors (Asociacién Salvadorefia de Disbuidores de
Vehiculos -ASALVE), which brings together the new rator vehicle
distributors in the country, thereby achieving sigrificant advancements
in the area of AML/CFT compliance in this sector. Bllowing the
training offered by the FIU, the distributors belonging to the ASALVE
have begun to appoint Compliance Officers; in addibn, ASALVE

notified the FIU on 04 September/2013 that the Ass@tion contracted
a consultant to formulate the “Manual of Money Laundering

Prevention Policies” for each of its members; anda also plan training
on AML with an estimated duration of twelve hours,for the officials

appointed as Compliance Officers.

On May 17, 2013, through Agreement No. 085, the Attney General of
the Republic approved the Manual of the Financial hvestigation Unit
for the Prevention of Money Laundering, published n Official Gazette
D.O. No. 119, volume 400, dated July 01, 2013 (Stmument in Annex
1). A provision on DNFBP’s was included in the folwing articles:

CHAPTER lII. Article 8.

PROCEDURE FOR THE OPENING OF ACCOUNTS OR ANY
TYPE OF PRODUCT OR CONTINUATION OF SAME WITH
OTHER INSTITUTIONS SUBJECT TO THE CONTROL OF THE
ANTI-MONEY LAUNDERING LAW.
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The procedures described below apply to the openingf any type of
product, the validity of those existing, the transér of any type of funds,
trusts, mandates, commissions, safety boxes and tgeanting of loans
under any category, carried out with other Institutions subject to the
control of the Anti-Money Laundering Law and especilly the
following:

Commodity Exchanges and Agricultural Services;

Imports or exports of agricultural products and inputs and new
vehicles;

Institutions and individuals making regular or subsantial fund
transfers, including those granting loans;

Casinos and gaming houses;

Trade in precious metals and stones;

Real estate transactions;

Travel agencies and those handling air, ground trasport of cargo and
maritime transport;

Shipping and courier agencies;

Construction companies;

Private security agencies; and

Hotel Industry.

Financial institutions in general, banks, their branches, agencies and
subsidiaries, for all operations involving the opeimg of products, the
validity of those existing, the transfer of any tye of funds, investments,
trusts, mandates, commissions, safety boxes and tgeanting of loans
under any category, will demand of those conductinghe activities and
the Institutions listed in the preceding paragraph,in addition to the
requirements established in the current manual, thefollowing:
presentation to the FIU by any means, of the folloimg verifications:

1. Verify the existence of a compliance unit, whosginction in the
Institution is to protect it against the introduction of monies, fees or
assets that are the proceeds of criminal activitieand that they in turn,
enter the financial institution by virtue of the relationship with said
client.

2. Verify the appointment of a managing executive Gompliance

Officer) by the Institution’s highest administrative body to assume the
following responsibilities: establish and implement the code of
conduct/ethics, verify compliance with the Anti-Morey Laundering

Law and the Special Law Against Terrorist Acts, fomulate and

execute procedures for prevention against Money Landering and the

Financing of Terrorism, design adequate effectiverad quality controls,

SO as to prevent the Institution from being used foillegal purposes;

and in turn, serve as a “reputational” element in is domain and who
will also function as the liaison officer in the aea of AML/CFT

compliance with the FIU and the other institutions subject to the
control of the Law.
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3. Prepare, and take steps until approval is obtagd from the
Institution’s highest administrative body, compliance manuals or a
comprehensive prevention system consisting of guiiees that would
define the specific procedures to be adopted by thentity in order to
safeguard itself against Money Laundering and the iRancing of
Terrorism (ML and FT), which must comply with the national and
international standards issued for such purpose.

4. Verify the annual drafting of a work plan for the compliance office.

5. Verify the implementation of an ongoing training program for all
staff, since all employees of the institution are esponsible for
protecting its integrity in the event of the possite introduction of
criminal proceeds. Responsibility for compliance wh anti-money
laundering standards belongs to all employees andfiials, according
to the responsibilities conferred on them in the iternal manuals.

6. Verify the existence of a computerized or automed system to
conduct risk analyses in a timely and effective marer.

7. Verify the existence of an audit system, to prev the overall
effectiveness of the prevention and compliance progm regarding
AML/CFT.

8. At the request of the reporting entity and uponthe corresponding
evaluation and analysis by the FIU, compliance withsome of the
abovementioned verifications may be waived.

CHAPTER VIII. Article 16, number point 10.

“Institutions shall ensure that the integration of the Compliance Office
is at all times adjusted to suit the needs presermte The Compliance
Office shall have the following powers:...

10. Prepare controls for Politically Exposed Persa (PEP's),
Cooperatives, Designated Non-Financial Businessesd Professions
(DNFBP’s), Local or Foreign Correspondent Banks, Freign Trade,
International Transfers, Family Remittances, stock exchange
intermediation and social security systems, amongtleers”.

16. DNFBP —
R.13-15 & 21

NC

There is no regulation on the
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.

DNFBPs must be required to report suspicious opermaand

keep internal controls for the prevention and de&iaof
operations related with ML and FT T, in terms & tirovisions
contained in Recommendation 16 of FATF.

In accordance with Article 2 of the LCDLA APNFDStrall regulated
entities are to report suspicious transactions gvew proposed
amendment to include the rest of APNFDS in the segstablished 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 Supeion and Regulation
of Financial System, the authority empowered talletg and supervise
APNFDS is the Superintendent of Financial Systehes€ articles read as
follows:
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Supervision

Art.31 .- The Superintendent and Assistant Supemihénts will identify
and develop the principles and characteristice®@htonitoring process,
objectives and stages to be covered and made kiwtlie members of the
financial system, the criteria and policies adojteiinplement risk-based
supervision and to verify compliance with the lefyaimework, 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 considel
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 thal@oumdermine its
efficiency and transparency, by implementing thasoees.

The Superintendent and Assistant Superintendetitmeet 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 Supenigent, Assistant
Superintendents or persons delegated by same,agaie from those
supervised direct access to all data, reports curdents on its operations
via the means and form set.

When deemed appropriate, the Superintendent mayreedjrect access to
real-time information systems of those monitoredrébver, without prior
notice, audits, inspections, reviews and any aileps necessary to
comply with the law may be conducted. In those sagdeere 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 prejudixether legal actions to
be initiated.

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

The Superintendent, Assistant Superintendentsrapps delegated, will
inform to the supervised of the deficiencies, sses, irregularities or
infractions noted in its operations, demandingrthedification in
accordance with regulation, without prejudice twigé on relevant
administrative processes and the application aftgars that might arise
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For purposes of this Law, members of the finargyatem may use
microfilm, optical disk, magnetic media, electroniedia or any other
means to file documents and information in ordesffiwiently keep
records , corresponding documents and reportsjding securities. The
copies or reproductions that derive from microfitptical disk, magnetic
media, electronic or other means, have the sandemary 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@lted non-financial
businesses and professions designated, thereby entiag the
recommendations 12, 16 and 24 , since they fall Wwih the scope of
supervision, regulation and if necessary punishabl®r breach under
AML / CFT legislation.

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

For further illustration we provide the following | ink:
http://elmundo.com.sv/rechazan-gue-sst-vigile-

cooperativas

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 ad OTA, 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 Mn-Financial
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 Invesgiation Units
and Supervisors through the “Regional Workshop on 8pervision
to Prevent Money Laundering and Combat Terrorist Fihancing
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 retate these
matters. (See attached file Plan of Action El Saldior DNFBP’Ss).

On 03/June/13, steps began with the Inter-AmericarDevelopment
Bank (IDB) with a view to joining its project on cooperation and
specialized technical support for AML/CFT. The courry’s request had
to be channeled through the Technical Secretariatfothe President

44




Post-Plenaria Final

FATF 40 Rec.

Rati
ng

Factors underlying rating

Recommended Actions

Actions Informed by Country

(STP), thus on 27/June/13, the request to the STPaw facilitated so
that it could present it to the IDB (received at tle STP on 8/July/13).

On 15/July/13, steps were taken with the Legal Adsor appointed by
the Technical Secretariat of the President to foll-up the CFATF
matter, in order to promptly facilitate the request presented by the
OAG/FIU. On 15/July/13, the STP issued an officialequest to the IDB,
a copy of which was received at the OAG/FIU on 19ly/13

On 16/August/13, the Cooperation Project began, tlough the F

IDB/FIU Videoconference, to review the work areasgstablish needs
and define the Work Plan. It was determined that tle technical
cooperation would focus on the following components

1. Assessment of DNFBP’s

2. Proposed regulatory framework, whose format coul have two
options: (a) An annex suggesting standards that sbil be developed
by the country; or instead, (b) Drafting of the standards proposed

3. Development of information systems (statistics)Vill involve steps
for coordination with another FIU in order to include an Internship

that would allow knowledge, replication and adjustnent of

computerized systems for El Salvador’s FIU (with ehigher likelihood

than it would be with the IVE of Guatemala).

On 27/August/13, the 2 Videoconference was held to review the
Terms of Reference, in order to commence the procedor expressing
interest, so that the consultants could present tlrecandidates for the

project.

On 10 September/13, the IDB published the Expressie of Interest
with their respective Terms of Reference for the Casultations on
DNFBP’s and the FIU Technological Platform, so thathe consultants
could submit an offer for professional services anfbrward their CV's
no later than 17 September/2013. On 19 September®) the IDB
informed that it had completed the evaluation of cadidates. A 3rd
videoconference has been scheduled for 26/Septemt2€1.3, to discuss
the candidates, reach consensus and for the IDB fwoceed with the
contracting. Tentatively, the contracting of consulants would be
carried out during the first week of October/2013

On 30/September/13, the '$ Videoconference was held to review ang
evaluate, based on the Terms of Reference, the lisf consultants
nominated for the project. The various alternativeswere discussed,
pending the verification of the availability of time to commence the
project

On 02/October/13, the 4t Videoconference was held, during which a
decision was taken on the two consultants with whom work will be done
in the project. The IDB will carry out the corresponding administrative
contracting procedures, in order to officially commence the
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consultations. In addition, we were notified of the acceptance by the IVE
of Guatemala regarding the internship request to learn about the
technological development experienced, agreeing that direct
communication would be established with Erick Estuardo Ramos
Sologaistoa, the Superintendent of Special Verification and Eduardo
Antonio Soto Alvarez, the Director of the Prevention and Compliance
Department, to determine the dates and details of the internship.

On 10/October/13, the Videoconference was held with the IVE of
Guatemala, to define the topics of interest that will be covered in the
internship, establishing as a possible date, the first week of November.
Confirmation of dates pending.

The Office of the Attorney General of the Republic,through the
Financial Investigation Unit, carried out an activity entitled "Training

on the AML/CFT Regulatory Framework targeting Designated Non-
Financial Businesses and Professions (DNFBP’s)", o80 and 31
July/13 at the OAG, at the Auditorium of the Training School for
Prosecutors. The training ran for two days, with anapproximate
duration of seven and a half teaching hours per daywhich included
theoretical presentations on the local regulatory rhmework and a
practical workshop.

Attending the event were vehicle importers, instittions conducting
fund transfers, dealers of precious metals and stes, the hotel
industry, casinos and gaming houses, real estate caproperty agents
and travel agencies. Also participating in said aétity was the
Superintendency of Business Obligations, the Supesory entity
responsible for monitoring compliance by reporting entities and
DNFBP’s, in order to achieve project continuity andlinks regarding
AML/CFT supervision.

As a result of the training activity for DNFBP’s, cmmunication and
follow-up have been maintained with the SalvadorianAssociation of
Vehicle Distributors (Asociacion Salvadorefia de Disbuidores de
Vehiculos -ASALVE), which brings together the new rator vehicle
distributors in the country, thereby achieving sigrificant advancements
in the area of AML/CFT compliance in this sector. Bllowing the
training offered by the FIU, the distributors belonging to the ASALVE
have begun to appoint Compliance Officers; in addibn, ASALVE

notified the FIU on 04 September/2013 that the Ass@tion contracted
a consultant to formulate the “Manual of Money Laurdering

Prevention Policies” for each of its members; andat also plan training
on AML with an estimated duration of twelve hours,for the officials

appointed as Compliance Officers.
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On May 17, 2013, through Agreement No. 085, the Attney General of
the Republic approved the Manual of the Financial hvestigation Unit
for the Prevention of Money Laundering, published n Official Gazette
D.O. No. 119, volume 400, dated July 01, 2013 (Stument in Annex
1). A provision on DNFBP’s was included in the fobwing articles:

CHAPTER Ill. Article 8.

PROCEDURE FOR THE OPENING OF ACCOUNTS OR ANY
TYPE OF PRODUCT OR CONTINUATION OF SAME WITH
OTHER INSTITUTIONS SUBJECT TO THE CONTROL OF THE
ANTI-MONEY LAUNDERING LAW.

The procedures described below apply to the openingf any type of
product, the validity of those existing, the transér of any type of funds,
trusts, mandates, commissions, safety boxes and tgeanting of loans
under any category, carried out with other Institutions subject to the
control of the Anti-Money Laundering Law and especilly the
following:

Commodity Exchanges and Agricultural Services;

Imports or exports of agricultural products and inputs and new
vehicles;

Institutions and individuals making regular or subsantial fund
transfers, including those granting loans;

Casinos and gaming houses;

Trade in precious metals and stones;

Real estate transactions;

Travel agencies and those handling air, ground trasport of cargo and
maritime transport;

Shipping and courier agencies;

Construction companies;

Private security agencies; and

Hotel Industry.

Financial institutions in general, banks, their branches, agencies and
subsidiaries, for all operations involving the opeimg of products, the
validity of those existing, the transfer of any tye of funds, investments,
trusts, mandates, commissions, safety boxes and tgeanting of loans
under any category, will demand of those conductinghe activities and
the Institutions listed in the preceding paragraph,in addition to the
requirements established in the current manual, the following:
presentation to the FIU by any means, of the folloimg verifications:

1. Verify the existence of a compliance unit, whosgunction in the
Institution is to protect it against the introduction of monies, fees or
assets that are the proceeds of criminal activitieand that they in turn,
enter the financial institution by virtue of the relationship with said
client.

2. Verify the appointment of a managing executive GQompliance
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Officer) by the Institution’s highest administrative body to assume the
following responsibilities: establish and implement the code of
conduct/ethics, verify compliance with the Anti-Morey Laundering
Law and the Special Law Against Terrorist Acts, fomulate and
execute procedures for prevention against Money Laxdering and the
Financing of Terrorism, design adequate effectiverad quality controls,

SO as to prevent the Institution from being used foillegal purposes;
and in turn, serve as a “reputational” element in s domain and who
will also function as the liaison officer in the aea of AML/CFT

compliance with the FIU and the other institutions subject to the
control of the Law.

3. Prepare, and take steps until approval is obtaed from the
Institution’s highest administrative body, compliance manuals or a
comprehensive prevention system consisting of guiitees that would
define the specific procedures to be adopted by thentity in order to
safeguard itself against Money Laundering and the iRancing of
Terrorism (ML and FT), which must comply with the national and
international standards issued for such purpose.

4. Verify the annual drafting of a work plan for the compliance office.

5. Verify the implementation of an ongoing training program for all
staff, since all employees of the institution are esponsible for
protecting its integrity in the event of the possite introduction of
criminal proceeds. Responsibility for compliance wh anti-money
laundering standards belongs to all employees andfizials, according
to the responsibilities conferred on them in the iternal manuals.

6. Verify the existence of a computerized or autonted system to
conduct risk analyses in a timely and effective manrer.

7. Verify the existence of an audit system, to prav the overall
effectiveness of the prevention and compliance progm regarding
AML/CFT.

8. At the request of the reporting entity and uponthe corresponding
evaluation and analysis by the FIU, compliance withsome of the
abovementioned verifications may be waived.

CHAPTER VIII. Article 16, number point 10.

“Institutions shall ensure that the integration of the Compliance Office
is at all times adjusted to suit the needs presemte The Compliance
Office shall have the following powers:...

10. Prepare controls for Politically Exposed Persan (PEP's),
Cooperatives, Designated Non-Financial Businessesd Professions
(DNFBP’s), Local or Foreign Correspondent Banks, Freign Trade,
International Transfers, Family Remittances, stock exchange
intermediation and social security systems, amongtleers”.
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7. « With respect to remittance entitids® Develop effective, proportional and dissuasive ftgrsehemes There has been a bill to the Legislative Assembithe effect for the
Sanctions and non banking financial entities in accordance with the type of offenses commiteeiteria for the reform of the law on supervision and regulatiorthef financial system to
not supervised by the SSF and §Sincrease of the sanction in the penalty and in cdselapsing |nc_|ude remittances as members of the flnanuabﬂyswhlch accordlr_\g to
there is no sanctioning regime | clear and timely application mechanisms. Articles 2, 7, 31 , 32, 37 and 38 of the Act, shailauthorized, supervised
extended and proportional to the] and regulated by the SSF.
iggﬁonlii?e%si(;);;z?n?r?‘genses + Establish a statistic system of applied sanctiareomling t0| The LSRSF establishes sanction system ranging dramitten reprimand
noncompliance with AML-CFT the type of entity, type of seriousness and lactt amount of| to the revocation of the authorization has beentgthto members of the
regulations applied sanctions. flngnmal system, including APNFDS and remitterscordance with
Article 7 of the LSRSF
* There is no possibility of non . ) . . . .
monetary sanctions or the closinf * Define sanctions mechanisms for entities whichnatesubject
of violating entities, as well as to the supervision of specific entities such is tbase of| °
sanctions to officers thereof due| remittance companies and trade entities.
to specific noncompliance in the
g(reeé:{ienntloqr?f AML and FT,_vyhen * Regulate sanction schemes for officers, directarg] high
gw rgmltt_ance .ent't'e.s. | level management regulated entities that through tregligence
and non ba_tnkmg financial entities does not comoly with . b d
not supervised by the SSF and ply with requirements to combat ML Bt
SS.
« Consider the application or inclusion of non monefgenalties
for the noncompliance with AML/LFT requirements fentities
not subject to authorization requirements by SSFS¥rwhich
includes a process to delete from the registry a&ses of
reincidence or serious offense of the Law.
21. PC The SSF approved the standard for the provisiarooespondent banking

There are no obligations for FIs {
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 payEpeattention
to commercial relations and transactions with ilials of
other countries that do not apply FATF Recommendatior
if applied, do so insufficiently- and consequenthge
obligation that in case the operations do not fzavapparent
economic purpose, examine background and purposechf
transactions, including conclusions in writing aailable for
authorities. Likewise, they shall leave evidencepply
appropriate countermeasures in case of the abortaned
persons.

services through the board in session No. CD-28#4téd July 20, 2011
which is identified as NPB4-51 standard. Annex Biclv contains
prudential regulations for potential correspondsantking activities.

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

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

Reform proposal.
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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 companystpouers and shareholders
at risk, and consequently the country's finandebitity.

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

Should regulated entities detect transactions ktzate no visible apparent
economic or lawful purpose, they should considethe greatest extent
possible, the background and purpose of such aietiens. If after the
analysis it is concluded that it is a suspiciowmsaction, the
corresponding report must be submitted.

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

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

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

c) not give authorization for the establishmenswfsidiaries or branches
or representative offices of financial instituticinem countries that do not
have adequate anti-money laundering and financirtg@rmorism systems;
d) Advise the non-financial sector businessestthasactions with
individuals or companies or within a given countmght run the risk of
money laundering.

e) Limit business relationships or financial tran8ans with the identified
country or persons identified in that country.

The proposed amendment to rule NPB4-51 was apptoyéte standards
committee of the Central Reserve Bank ofi ril, 2012, effective as of
May 14, 2012.

22.

PC

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

« Develop regulations referring to AML-CFT measum@&oreign
Branch and Affiliates of FI.

The SSF approved the standard for the provisiamoogspondent banking
services through the board in session No. CD-28#téd July 20, 2011
which is identified as NPB4-51 standard. Annex Biclv contains
prudential regulations for potential correspondsariking activities.

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

Proposed modification of the standard NPB4-11, ¢etnthe 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 izffs abroad it should be
required that these subsidiaries or offices ofr&ktm holding company
incorporated in El Salvador observe, watch andptpmith all anti-
money laundering and financing of terrorism meesum accordance with
the requirements of the country and the Recommandapf the Financial
Action Task Force (FATF)

Banks must pay particular attention to the fact tiés principle is
observed with respect to their branches and sulisesi in countries that
do not apply the FATF Recommendations, or do steigaately.

Where the minimum requirements of anti-money latimgi@nd financing
of terrorism in El Salvador and the State in whilsh branch or subsidiary
located differ, the higher standard should be aggplito the extent that the
laws and regulations of the State that is locatethie 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 wherbrttreh or subsidiary is
located.

The proposed amendment to rule NPB4-51 was apptoyéte standards
committee of the Central Reserve Bank ofi ril, 2012, effective as of
May 14, 2012

23.
Regulation,
supervision,
monitoring

PC

Insufficient resources (persong
equipment, training) by
supervision entities to accomplig
their oversight functions.

Lack of control and supervisiol
of remittance entities and othg
non-banking financial entities tha
do not form part of a Financig
Conglomerate

h

b

[=14

I, « Provide supervision entities with human resour@ghnology

and training sufficient to comply with legal obligans related
with AML- CFT matters.

Reinforce compliance supervision of AML-CFT of peetive
nature and review the obligation of SSF to anaigf@mation
submitted by regulated entities and in turn sutadito 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-key
Laundering Law, being this an essence a taskslfri|
addition to imply large operative burden given ek of

« Amend the law of the Superintendencia del Sistemari€iero to give it
authority to monitor and penalize these compariki draft is finalized
for presentation to the Legislature.

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

Article 31 of LSRSF establishes:
Supervision

Art.31 .- The Superintendent and Assistant Supemihénts will identify
and develop the principles and characteristice®fonitoring process,
objectives and stages to be covered and made kiwtlie members of the
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available resources.

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

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

C23.1. Reconsider the convenience and efficacyeiniy
granted in Law of FIU regulatory powers in termdvif-FT
concerning financial institutions and evaluatebssibility to
assign them to the relevant supervision entitigsciglized in
financial matters.

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

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

Intensify the supervision of national FI with adiies abroad
and increase the use of memorandums of understaimdin
matters supervision to facilitate consolidated skamder
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 jpiccash from
clients and the detection and notice of irregufasuspicious
activities.

financial system, the criteria and policies adojteiinplement risk-based
supervision and to verify compliance with the lefyjaimework, 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 considel
quantitative and qualitative factors to assesstiitability, adequacy and
effectiveness of the management and control pegfdrny 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 thal@oumdermine its
efficiency and transparency, by implementing thasoees.

The Superintendent and Assistant Superintendetitmeet 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.

It is important to clarify that the regulation emaées not only from the
Financial Investigation Unit through specific guides that are establishe
in the FIU Manual, but also through specific regiolas outlined by the
supervisory entity, the SSF.

With respect to DNFBP’s (Remittance Companies)e ltke Financial
Investigation Unit, in coordination with the Supeendency of the
Financial System and with support from the TecHmasistance Office of
the United States Treasury, a country assessmdrnpraposals to regulat
these matters have been prepared, using a Regippadach at the level o
Financial Investigation Units and Supervisors tigtouthe “Regional
Workshop on Supervision to Prevent Money Launderamgl Combat
Terrorist Financing for DNFBP’s”, held on April 8-2013. (See attache|
file Plan of Action El Salvador DNFBP’s).

The Attorney General of the Republic held an infornative meeting
with the El Salvadorian authorities, among them repesentatives of the
Technical Secretariat of the President of the Repuie, the Legislative
Assembly, the Central Reserve Bank, the Superintemticy of the
Financial System, the Salvadorian Banking Associath and the major
banks of the country, to make known the results athe Sixth Follow-up
Report of the CFATF, presenting El Salvador’s current situation to the
international community regarding compliance and tte fight against
Money Laundering and the Financing of Terrorism. The meeting was
held at the Office of the Attorney General of the Rpublic at the
Auditorium of the Training School for Prosecutors,on June 21, 2013.

o

On 22 July/2013, the Superintendency of the Finargi System was
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asked to give an account of the advancements madeporting the
following on 27 August 2013:

Since the entry into force of the Law on the Supersion and

Regulation of the Financial System on 02 August 2@1the ML/FT Risk

Department has been bolstered with the incorporatio of two technical

auditors, one with experience in bank supervisionrad the other with

experience in the area of pension systems, thereégrthe Department
consists of the Head and five technical auditors, ko possess
International Certifications (ACAMS and INTER AMERI CAN

COMMUNITY AFFAIRS), with this being a specialized area, and in

addition, it has a supervisory system in which thetechnical areas
provide support for the evaluation of aspects relad to verifying

compliance with the elements pertaining to the presntion of money
laundering and the financing of terrorism.

As regards the preventive supervision of AML/CFT caepliance, in
January/2012, the SSF approved the “General Framewk for the
Supervision of the Financial System”, which contais among other
aspects, the supervisory criteria and policies badeon risks and
compliance, which provides that the Salvadorian fiancial system is
supervised pursuant to the provisions set forth irthe legal framework
applicable, the international best practices and tb level of
development of each of the industries that are supdsed. The
supervision involves among others, the following deria and policies:
a) Inclusiveness: applies to all entities and opetians supervised in
each of the industries regulated. In situ and extrasitu supervisory
processes will be carried out in each entity and @pation supervised.
For financial groups, all businesses managed by theonglomerate will
be reviewed

b) Risk-based: The supervisory process that will bearried out by the
SSF focuses on the evaluation of the managementtbé major risks to
which the entities are exposed, with a prospectiveision of same and
with the ongoing follow-up of the operations that hey conduct. The
response of the supervisor will be related to thevaluation performed
on the risk management efforts undertaken by the dities, based on
those businesses or activities that are of recurrinimportance

c) Incorporates best practices: Supervision will becarried out
considering the best practices and international sindards pertaining
to each of the industries supervised.

It also has “Rules on the Procedure for Gathering ad Dispatching
Electronic Information on Irregular or Suspicious Transactions”
(NPB4-41), which are in force and in the process dfeing updated,
specifically those aspects pertaining to the incogration of reporting
entities in accordance with the provisions of Art.7 of the Law on the
Supervision and Regulation of the Financial SystenlLSRSF). It also
has the “Draft Technical Standards for Money Laundeing and
Financing of Terrorism Risk Management”, which arebeing discussed
for approval by the Standards Committee of the CRBwhich contains
risk-based supervisory guidelines.
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The supervision methods are adjusted to suit the oditions of the

various entities supervised and include questionnads targeting the

Compliance and Internal Auditing Offices of the diferent sectors

supervised: Banks, Insurances, Securities, Pensiomsd Cooperative

Banks; in addition to which, there is a methodolog for supervising

money laundering and financing of terrorism risk management, based

on a “Risk Guide”, which rates the risk level of the various financial

institutions, evaluating the following components:

a) Organizational structure of the Compliance Office

b)  Functions of the Compliance Officer

c) Work plan of the Compliance Office

d) Analysis of the money laundering risk conducted byhe financial
institutions

e) Reports submitted to the FIU and SSF on irregular o suspicious
transactions and cash transactions

f)  Staff training program on the prevention of money &undering
and financing of terrorism

g) Functioning of the money laundering prevention comrittee

h)  Manuals, internal control procedures and code of étics

i)  Computerized tools to control and monitor the operéions
conducted by clients

i)  Due diligence in knowing the client, in terms of s identification,
economic activity and transactional profile

k)  Reviews conducted by internal and external auditors

The SSF has memorandums of understanding with sewarcountries,
among them Canada, Colombia and Central American amtries, and
this facilitates cross-border supervision and allow more intense
supervision of national financial institutions with activity abroad.

During the supervisory process carried out by the SF on Insurance
and Finance Companies, compliance with the legal pvisions on
money laundering prevention is verified, which invéves among other
aspects, the preparation and development of traing programs for
their staff.

24. DNFBP-
regulation,
supervision
and
monitoring

NC

* There is no regulation in terms
prevention and detection of M
and FT applicable to DNFBPs.

* No authority is empowered t
accomplish regulation an
supervision of DNFBPs.

f « DNFBPs, including casinos must be subject to alatgry and

supervision framework in terms of ML and FT, thrbug
authorities legally empowered for such purposewitial
provisions and rules that allow adequate compliavittethis
Recommendation

According to Legislative Decree number 592 datedddary 2011 was
approved and made effective on 02 August 2011, wbantains the Law
of Supervision and Regulation of Financial Systproyides 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 #merefore the supervision o
the Superintendent:

a) The Central Reserve Bank with regard to theipiaws of paragraph 1)
of Article 4 of this Act;
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b) Banks incorporated in El Salvador, its oversgfises and subsidiaries,
branches and offices of foreign banks establisheldd country;

c) Companies in accordance with the law, membefimancial
conglomerates, or the Superintendent declaredcis sicluding both their
holding companies and their member societies;

) Institutions pension fund managers;

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

f) The stock exchanges, brokerage houses, compiduaiespecialize in the
storage and safekeeping of securities, rating aggniostitutions 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 $awamd 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, particuldrse involved as
investors;

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

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

I) The INPEP and ISSS, the latter with regard ®Rublic Pension System
the System of Occupational Risks and Health tecthnéserves;

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 Sapitafiund and Financial
Empowerment in all matters relating to its laws eggllations;

s) Las bolsas de productos y servicios; y

t) Las demas entidades, instituciones y operaciqnesefialen las leyes.
Cuando se haga referencia al sistema financiero®iategrantes del
sistema financiero debera entenderse que son losionados 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 mentiorthd previous
paragraphs.

They are also subject to the supervision of theeBogendent of operations
carried out by bodies and institutions listed abagewell as members of
the administrative, legal representatives, ageffisers, directors,
managers, internal auditors and other personnéheofmembers of the
financial system. Also to be monitored, whethespas or companies, are
external auditors, companies specialized in pragdiredit information
services operating in El Salvador, insurance bjlagents brokers,
stockbrokers, the stock positions, and the licenseferred to the Law on
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Commodity Exchanges and Services, the pensioncseagents, experts,
actuaries, auditors, liquidators and other protesss, specifically

regarding the performance of their functions arrdises in the members of
the financial system.

Also subject to supervision by the Superintendareyissuers of publicly
offered securities, with particular emphasis irtieh to compliance with
the obligations imposed by laws, regulations aetni&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 estjof the
Superintendent, by any means it deems appropvigtegut offering any
confidential or proprietary, the review of its husss, acts, operations,
assets, books, accounts, files, documents , camegnce, databases and
information systems in all matters pertaining ttvéty monitoring

Also, their administrators and staff must providgon 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 prollit€@mation necessary
to keep the public registers referred to in theslgaverning them, on time
and in the manner to be determined.

Employers of members of the Pension Savings SyatefrPublic Pension
System should indicate a specific location in titye @f San Salvador for
notifications, or where appropriate, to commissqrerson residing in that
city to hear and present or remove documents ankibbalf.

Art.38 .- The directors, administrators, staff memshand managers of the
financial system who contravene the provisionswefs, regulations or
standards or any act or omission causing injuth¢osaid member or
others, shall be punished in accordance with tbeigipns of this Act,
without prejudice to the responsibility to them étamages caused.

Shall be punished in a similar manner to those dikdose 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 thermdtion for personal
gain or third parties, without prejudice to anyndrnal penalties that may be
applicable.

D

Not included in the foregoing paragraph, the infation required by the
judicial authorities, the Attorney General's Offaved 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
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service of bank credit, as determined by this Lad ether applicable laws
as well as information that is required by foregypervisory bodies in the
exercise of its powers.

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

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

With respect to DNFBP’s, like the Financial Invgstion Unit, efforts
have been undertaken to develop closer relatiorth thie sector, in
coordination with the Superintendency of the Finan8ystem and with
support from Organizations such as the CFATF and,@Tsuch a manne
that we have achieved the following:

. An initial approach with the reporting entities (BBIP’s), through
the “Training course targeting Designated Non-Fa@nBusinesses
and Professions (DNFBP’s)” with support from the riblaean
Financial Action Task Force (CFATF) and the Goveenmof the
Kingdom of Spain, held on September 17-21, 2012.

. Regional Approach at the level of Financial Invgation Units and
Supervisors through the “Regional Workshop on Stipen to
Prevent Money Laundering and Combat Terrorist Fivan for
DNFBP’s”, held on April 8-9, 2013, with support frothe Technical
Assistance Office of the United States Treasunyréparing a country
assessment and proposals to regulate these mé&eesattached file
Plan of Action El Salvador DNFBP’s).

On 03/June/13, steps began with the Inter-AmericarDevelopment
Bank (IDB) with a view to joining its project on cooperation and
specialized technical support for AML/CFT. The courry’s request had
to be channeled through the Technical Secretariatfothe President
(STP), thus on 27/June/13, the request to the STPaw facilitated so
that it could present it to the IDB (received at tle STP on 8/July/13).

On 15/July/13, steps were taken with the Legal Adsor appointed by
the Technical Secretariat of the President to foll-up the CFATF
matter, in order to promptly facilitate the request presented by the
OAG/FIU. On 15/July/13, the STP issued an officialequest to the IDB,
a copy of which was received at the OAG/FIU on 19ly/13

On 16/August/13, the Cooperation Project began, tlmugh the F
IDB/FIU Videoconference, to review the work areasgstablish needs
and define the Work Plan. It was determined that tle technical
cooperation would focus on the following components
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1. Assessment of DNFBP’s

2. Proposed regulatory framework, whose format coul have two
options: (a) An annex suggesting standards that sbinl be developed
by the country; or instead, (b) Drafting of the standards proposed

3. Development of information systems (statistics)Vill involve steps
for coordination with another FIU in order to include an Internship
that would allow knowledge, replication and adjustnent of
computerized systems for El Salvador’s FIU (with ehigher likelihood
than it would be with the IVE of Guatemala).

On 27/August/13, the 2 Videoconference was held to review the
Terms of Reference, in order to commence the procg$or expressing
interest, so that the consultants could present tlirecandidates for the

project.

On 10 September/13, the IDB published the Expressie of Interest
with their respective Terms of Reference for the Casultations on
DNFBP’s and the FIU Technological Platform, so thathe consultants
could submit an offer for professional services anébrward their CV's
no later than 17 September/2013. On 19 September®) the IDB
informed that it had completed the evaluation of cadidates. A 3¢
videoconference has been scheduled for 26/Septemt2€1.3, to discuss
the candidates, reach consensus and for the IDB fmoceed with the
contracting. Tentatively, the contracting of consulnts would be
carried out during the first week of October/2013

On 30/September/13, the '$ Videoconference was held to review ang
evaluate, based on the Terms of Reference, the lisf consultants
nominated for the project. The various alternativeswere discussed,
pending the verification of the availability of time to commence the
project

On 02/October/13, the 4t Videoconference was held, during which a
decision was taken on the two consultants with whom work will be done
in the project. The IDB will carry out the corresponding administrative
contracting procedures, in order to officially commence the
consultations. In addition, we were notified of the acceptance by the IVE
of Guatemala regarding the internship request to learn about the
technological development experienced, agreeing that direct
communication would be established with Erick Estuardo Ramos
Sologaistoa, the Superintendent of Special Verification and Eduardo
Antonio Soto Alvarez, the Director of the Prevention and Compliance
Department, to determine the dates and details of the internship.

On 10/October/13, the Videoconference was held with the IVE of
Guatemala, to define the topics of interest that will be covered in the
internship, establishing as a possible date, the first week of November.
Confirmation of dates pending.
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The Office of the Attorney General of the Republic,through the
Financial Investigation Unit, carried out an activity entitled "Training

on the AML/CFT Regulatory Framework targeting Designated Non-
Financial Businesses and Professions (DNFBP’s)", o80 and 31
July/13 at the OAG, at the Auditorium of the Training School for
Prosecutors. The training ran for two days, with anapproximate
duration of seven and a half teaching hours per daywhich included
theoretical presentations on the local regulatory hmework and a
practical workshop.

Attending the event were vehicle importers, instittions conducting
fund transfers, dealers of precious metals and stes, the hotel
industry, casinos and gaming houses, real estate caproperty agents
and travel agencies. Also participating in said aétity was the
Superintendency of Business Obligations, the Supésory entity
responsible for monitoring compliance by reporting entities and
DNFBP’s, in order to achieve project continuity andlinks regarding
AML/CFT supervision.

As a result of the training activity for DNFBP’s, mmmunication and
follow-up have been maintained with the SalvadorianAssociation of
Vehicle Distributors (Asociacién Salvadorefia de Disbuidores de
Vehiculos -ASALVE), which brings together the new mator vehicle
distributors in the country, thereby achieving sigrificant advancements
in the area of AML/CFT compliance in this sector. Bllowing the
training offered by the FIU, the distributors belonging to the ASALVE
have begun to appoint Compliance Officers; in addibn, ASALVE
notified the FIU on 04 September/2013 that the Ass@tion contracted
a consultant to formulate the “Manual of Money Laundering
Prevention Policies” for each of its members; anda also plan training
on AML with an estimated duration of twelve hours,for the officials
appointed as Compliance Officers.

On May 17, 2013, through Agreement No. 085, the Attney General of
the Republic approved the Manual of the Financial hvestigation Unit
for the Prevention of Money Laundering, published n Official Gazette
D.O. No. 119, volume 400, dated July 01, 2013 (Stument in Annex
1). A provision on DNFBP’s was included in the fowing articles:

CHAPTER lII. Article 8.

PROCEDURE FOR THE OPENING OF ACCOUNTS OR ANY
TYPE OF PRODUCT OR CONTINUATION OF SAME WITH
OTHER INSTITUTIONS SUBJECT TO THE CONTROL OF THE
ANTI-MONEY LAUNDERING LAW.

The procedures described below apply to the openingf any type of
product, the validity of those existing, the transér of any type of funds,
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trusts, mandates, commissions, safety boxes and tgeanting of loans
under any category, carried out with other Institutions subject to the
control of the Anti-Money Laundering Law and especilly the
following:

Commodity Exchanges and Agricultural Services;

Imports or exports of agricultural products and inputs and new
vehicles;

Institutions and individuals making regular or subsantial fund
transfers, including those granting loans;

Casinos and gaming houses;

Trade in precious metals and stones;

Real estate transactions;

Travel agencies and those handling air, ground trasport of cargo and
maritime transport;

Shipping and courier agencies;

Construction companies;

Private security agencies; and

Hotel Industry.

Financial institutions in general, banks, their branches, agencies and
subsidiaries, for all operations involving the opeimg of products, the
validity of those existing, the transfer of any tye of funds, investments,
trusts, mandates, commissions, safety boxes and tgeanting of loans
under any category, will demand of those conductinghe activities and
the Institutions listed in the preceding paragraph,in addition to the

requirements established in the current manual, thefollowing:

presentation to the FIU by any means, of the folloimg verifications:

1. Verify the existence of a compliance unit, whosginction in the
Institution is to protect it against the introduction of monies, fees or
assets that are the proceeds of criminal activitiesnd that they in turn,
enter the financial institution by virtue of the relationship with said
client.

2. Verify the appointment of a managing executive Gompliance
Officer) by the Institution’s highest administrative body to assume the
following responsibilities: establish and implement the code of
conduct/ethics, verify compliance with the Anti-Morey Laundering
Law and the Special Law Against Terrorist Acts, fomulate and
execute procedures for prevention against Money Landering and the
Financing of Terrorism, design adequate effectiverad quality controls,
SO as to prevent the Institution from being used foillegal purposes;
and in turn, serve as a “reputational” element in is domain and who
will also function as the liaison officer in the aea of AML/CFT
compliance with the FIU and the other institutions subject to the
control of the Law.

3. Prepare, and take steps until approval is obtaed from the
Institution’s highest administrative body, compliance manuals or a
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comprehensive prevention system consisting of guiiees that would
define the specific procedures to be adopted by thentity in order to
safeguard itself against Money Laundering and the iRancing of
Terrorism (ML and FT), which must comply with the national and
international standards issued for such purpose.

4. Verify the annual drafting of a work plan for the compliance office.

5. Verify the implementation of an ongoing training program for all
staff, since all employees of the institution are esponsible for
protecting its integrity in the event of the possite introduction of
criminal proceeds. Responsibility for compliance wh anti-money
laundering standards belongs to all employees andfiials, according
to the responsibilities conferred on them in the iternal manuals.

6. Verify the existence of a computerized or automed system to
conduct risk analyses in a timely and effective marer.

7. Verify the existence of an audit system, to prev the overall
effectiveness of the prevention and compliance progm regarding
AML/CFT.

8. At the request of the reporting entity and uponthe corresponding
evaluation and analysis by the FIU, compliance withsome of the
abovementioned verifications may be waived.

CHAPTER VIII. Article 16, number point 10.

“Institutions shall ensure that the integration of the Compliance Office
is at all times adjusted to suit the needs presernte The Compliance
Office shall have the following powers:...

10. Prepare controls for Politically Exposed Persa (PEP's),
Cooperatives, Designated Non-Financial Businessesida Professions
(DNFBP’s), Local or Foreign Correspondent Banks, Freign Trade,
International Transfers, Family Remittances, stock exchange
intermediation and social security systems, amongtleers”.

25. Guides
and Feedback

NC

FIU and other competen
authorities do not accomplis
feedback processes to reporti
entities.

No updated guides or guideling

have been issued to suppd
regulated entites in  th
compliance  with  AML-CFT
regulations

FIU has not given feedback f{
entities about quality an

t © Supervision authorities together with FIU and othecessary|
L authorities must indicate guidelines, guides andhrieal
ngdocuments in order for the regulated parties toremse
AML/CFT obligations, particularly with respect tew ML and
gFT risks, ML/FT techniques and methods in the stagé
riorganization and preparation of money launderingis Twould
b help to implement CDD requirement in function afkriaccording
to the type of regulated entity.

O« FIU should develop training meeting or workshops
reinstruct regulated parties on the quality, timedis, and

timeliness of suspiciou

According to Legislative Decree number 592 datedddary 2011 was
approved and made effective on 02 August 2011, wbantains the Law
of Supervision and Regulation of Financial Systproyides 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
téhe Superintendent:

a) The Central Reserve Bank with regard to theipiaws of paragraph 1)

of Article 4 of this Act;
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transaction reports.

* No guidelines have been issu
for any type of DNFBPs.

exactness of the suspicious or irregular operatieperts, taking
LJnto account best practices of FATF on informatiogchanisms.

* In addition to issue regulation necessary to implei
obligations contained in Law for DNFBP must issuélglines
adequate to the nature of such institutions

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

c) Companies in accordance with the law, membefimancial
conglomerates, or the Superintendent declaredcis sicluding both their
holding companies and their member societies;

) Institutions pension fund managers;

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

f) The stock exchanges, brokerage houses, compiduaiespecialize in the
storage and safekeeping of securities, rating aggniostitutions 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 $awamd 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, particuldrse involved as
investors;

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

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

1) The INPEP and ISSS, the latter with regard toRblic Pension System
the System of Occupational Risks and Health tecthnéserves;

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 Sapitafiund and Financial
Empowerment in all matters relating to its laws eggllations;

s) Las bolsas de productos y servicios; y

t) Las demas entidades, instituciones y operaciqnesefialen las leyes.
Cuando se haga referencia al sistema financiero®iategrantes del
sistema financiero debera entenderse que son losionados 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 mentiorthd previous
paragraphs.

They are also subject to the supervision of theeBogendent of operations
carried out by bodies and institutions listed abagewell as members of
the administrative, legal representatives, ageffisers, directors,
managers, internal auditors and other personnéheofmembers of the
financial system. Also to be monitored, whethespas or companies, are
external auditors, companies specialized in pragdiredit information
services operating in El Salvador, insurance bjlagents brokers,
stockbrokers, the stock positions, and the licenseferred to the Law on
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Commodity Exchanges and Services, the pensioncseagents, experts,
actuaries, auditors, liquidators and other protesss, specifically

regarding the performance of their functions arrdises in the members o
the financial system.

Also subject to supervision by the Superintendareyissuers of publicly
offered securities, with particular emphasis irtieh to compliance with
the obligations imposed by laws, regulations aetni&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 estjof the
Superintendent, by any means it deems appropvigtegut offering any
confidential or proprietary, the review of its husss, acts, operations,
assets, books, accounts, files, documents , camegnce, databases and
information systems in all matters pertaining ttvéty monitoring

Also, their administrators and staff must providgon 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 prollit€@mation necessary
to keep the public registers referred to in theslgaverning them, on time
and in the manner to be determined.

Employers of members of the Pension Savings SyatefrPublic Pension
System should indicate a specific location in titye @f San Salvador for
notifications, or where appropriate, to commissqrerson residing in that
city to hear and present or remove documents ankibbalf.

Art.38 .- The directors, administrators, staff memshand managers of the
financial system who contravene the provisionswefs, regulations or
standards or any act or omission causing injuth¢osaid member or
others, shall be punished in accordance with tbeigipns of this Act,
without prejudice to the responsibility to them étamages caused.

Shall be punished in a similar manner to those dikdose 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 thermdtion for personal
gain or third parties, without prejudice to anyntnal penalties that may b
applicable.

Not included in the foregoing paragraph, the infation required by the
judicial authorities, the Attorney General's Offaved 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

f

D

service of bank credit, as determined by this Lad ether applicable laws)
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as well as information that is required by foregyipervisory bodies in the
exercise of its powers.

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

The members of private sector financial system véljointly liable for the
damages caused to third parties who acts or omissibits directors,
managers, officers and employees in the exerciggeaffunctions.
Regarding the members of the public sector's fildsgstem, they will
respond according to the provisions of Article 245he 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 systentlypirable for the
damages caused to third parties who acts or omissibits directors,
managers, officers and employees in the exercigigeaffunctions.
Regarding the members of the financial system

public respond according to the provisions of Aeti245 of the
Constitution.

In coordinating the efforts of ABANSA, the SSF ahe FIU, a feedback
activity has been planned with banks, non-bankingnfial institutions,
PFA’s and Credit Cards, focusing on Suspicious éymr Reports”

This feedback will focus primarily on strengthenitige aspects to b
considered in an operation that is going to be ntedoas suspicious, th
weaknesses, strengths and opportunities for impgothie current reports
in addition to which, statistics on what is curfgmeported by institutions
will be presented and guidelines will be establisbe the manner in whicl
institutions should report a suspicious operati®aid activity is schedule
to take place during the first week in June 2013.

On 03/June/13, steps began with the Inter-AmericarDevelopment
Bank (IDB) with a view to joining its project on cooperation and
specialized technical support for AML/CFT. The counry’s request had
to be channeled through the Technical Secretariatfothe President
(STP), thus on 27/June/13, the request to the STPaw facilitated so
that it could present it to the IDB (received at te STP on 8/July/13).

On 15/July/13, steps were taken with the Legal Adsor appointed by
the Technical Secretariat of the President to foll-up the CFATF
matter, in order to promptly facilitate the request presented by the
OAG/FIU. On 15/July/13, the STP issued an officialequest to the IDB,
a copy of which was received at the OAG/FIU on 194ly/13

On 16/August/13, the Cooperation Project began, tlmugh the F
IDB/FIU Videoconference, to review the work areasgstablish needs
and define the Work Plan. It was determined that tle technical

o

cooperation would focus on the following components
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1. Assessment of DNFBP’s

2. Proposed reqgulatory framework, whose format coul have two
options: (a) An annex suggesting standards that sbil be developed
by the country; or instead, (b) Drafting of the standards proposed

3. Development of information systems (statistics)Vill involve steps
for coordination with another FIU in order to include an Internship
that would allow knowledge, replication and adjustnent of
computerized systems for El Salvador’s FIU (with ehigher likelihood
than it would be with the IVE of Guatemala).

On 27/August/13, the 2 Videoconference was held to review the
Terms of Reference, in order to commence the procg$or expressing
interest, so that the consultants could present tlirecandidates for the

project.

On 10 September/13, the IDB published the Expressie of Interest
with their respective Terms of Reference for the Casultations on
DNFBP’s and the FIU Technological Platform, so thathe consultants
could submit an offer for professional services anébrward their CV's
no later than 17 September/2013. On 19 September®) the IDB
informed that it had completed the evaluation of cadidates. A 3¢
videoconference has been scheduled for 26/Septemt2€1.3, to discuss
the candidates, reach consensus and for the IDB fmoceed with the
contracting. Tentatively, the contracting of consulnts would be
carried out during the first week of October/2013

On 30/September/13, the '$ Videoconference was held to review ang
evaluate, based on the Terms of Reference, the lisf consultants
nominated for the project. The various alternativeswere discussed,
pending the verification of the availability of time to commence the
project

On 02/October/13, the 4t Videoconference was held, during which a
decision was taken on the two consultants with whom work will be done
in the project. The IDB will carry out the corresponding administrative
contracting procedures, in order to officially commence the
consultations. In addition, we were notified of the acceptance by the IVE
of Guatemala regarding the internship request to learn about the
technological development experienced, agreeing that direct
communication would be established with Erick Estuardo Ramos
Sologaistoa, the Superintendent of Special Verification and Eduardo
Antonio Soto Alvarez, the Director of the Prevention and Compliance
Department, to determine the dates and details of the internship.

On 10/October/13, the Videoconference was held with the IVE of
Guatemala, to define the topics of interest that will be covered in the
internship, establishing as a possible date, the first week of November.
Confirmation of dates pending.
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The Office of the Attorney General of the Republic,through the
Financial Investigation Unit, carried out an activity entitled "Training
on the AML/CFT Regulatory Framework targeting Designated Non-
Financial Businesses and Professions (DNFBP’s)", o80 and 31
July/13 at the OAG, at the Auditorium of the Training School for
Prosecutors. The training ran for two days, with anapproximate
duration of seven and a half teaching hours per daywhich included
theoretical presentations on the local regulatory hmework and a
practical workshop.

Attending the event were vehicle importers, instittions conducting
fund transfers, dealers of precious metals and stes, the hotel
industry, casinos and gaming houses, real estate caproperty agents
and travel agencies. Also participating in said aétity was the
Superintendency of Business Obligations, the Supesory entity
responsible for monitoring compliance by reporting entities and
DNFBP’s, in order to achieve project continuity andlinks regarding
AMLI/CFT supervision.

As a result of the training activity for DNFBP’s, mmmunication and
follow-up have been maintained with the SalvadorianAssociation of
Vehicle Distributors (Asociacién Salvadorefia de Disbuidores de
Vehiculos -ASALVE), which brings together the new rator vehicle
distributors in the country, thereby achieving sigrificant advancements
in the area of AML/CFT compliance in this sector. Bllowing the
training offered by the FIU, the distributors belonging to the ASALVE
have begun to appoint Compliance Officers; in addibn, ASALVE
notified the FIU on 04 September/2013 that the Ass@tion contracted
a consultant to formulate the “Manual of Money Laurdering
Prevention Policies” for each of its members; andat also plan training
on AML with an estimated duration of twelve hours,for the officials
appointed as Compliance Officers.

26. FIU

PC

e Simultaneous delivery of STR
both to FIU as to SSF whic
affect confidentiality of reportg
and creates parallel FIU in oth
entities. The number of officer
that make up FIU, and thel
capacity to analyze information i
very reduced relative to th
number of reports received.

FIU has insufficient autonomy t
accomplish its tasks. Attorne
General of the Republi

=

14
=

D =07

frequently removes attorneyf

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

Establish a feedback mechanism that allows oriemt&b
obliged subjects on the adequate manner to subiRt S

Implement technological tools that allow rapid imfatic
Access to data bases to State entities and instifuor private
companies.

Establish procedural manuals that reach a divisaween
STR analysis and criminal investigation.

Assign more provisional personnel for both analgsid
investigation area.

There is no provision or law that grants FIU fuant 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 technotaiequipment 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 menstiip by the
Egmont Group, they were fully corrected by Decree B#2 issued by
the Legislative Assembly,

On July 14, 2010 the President of the Egmont GrMrpBoudewijn
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from FIU to assign it to othe
tasks of the Attorney General
Office and is empowered to giV|
instructions to FIU about whic
cases are considered priority a
which not.

There is no adequate access
databases of public entities a
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 technicq
autonomy in the essential work
produce financial intelligence.

Public information about statistic|
and typologies is not produced.

FIU is suspended by the Egmo
Group.

There is no permanent trainin
program for FIU officers
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« Strengthen FIU’s autonomy and provide higher lalstalility
to officers that integrate FIU, thus avoiding trf@ns to other
specialized Prosecutors’ Offices.

« To provide periodical reports to obliged subjemicases
reported criminal statistics typologies, and trerdat shall be
considered as suspicious operations.

* To resolve all the legal limitations that groundled
suspension of the membership of Egmont Group airiéial
Intelligence Units.

« To establish a permanent training program for &ffiters.

Verhelst, officially notified the Financial Invegtition Unit's full
restitution of our status as an active member ®Bgmont Group. This
took effect immediately and rehabilitated our asdesthe Egmont
Group's secure network for sharing financial infation with other
intelligence units worldwide.

The IDB has approved a technical assistance prdgedaevelop legal
clauses that establish budgetary and operationahanny of the FIU, such
technical assistance to date is already contrastdcbegins on 01 Octobe
2012 and whose completion date is also scheduledth® month of
November of this year. (Annex 2)

A technical assistance agreement has been signtd the Treasury|
Department of the United States of America by whtelbhnical and
strategic advice will be obtained for developingd amplementing
international enforcement against offenses relatngL and FT

The Law against Money Asset Laundering provides:

FINANCIAL INVESTIGATION UNIT.

Art. 3. - Create the Financial Investigation Unit 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. T#guirements and
incompatibilities to belong to the FIU, will be ddaped 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 igadsdished to regulate the
service relationship between the Attorney Gene@iffiee and its officers
and employees, helping to ensure the securitymfrée as well as staff
development and effective performance of the puhlictions of the
institution.

Including Tax Career

Art. 47 .- falls within the position of Attorney Geral:

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

The Attorney General, the Prosecutor and the Au@emneral, in response
to the timing of his appointment, will be includiedthe position for the
period of holding the position, unless at the aditieis 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

I

Attorney General, under the Fiscal Council, themegwill prevail over
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any general provision, enacted for the admissioimdi 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 sthey General will follow
basic rules

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

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

c) The selection, admission and recruitment thrqughlic competition.

d) Ongoing assessment of performance of officiats@mployees.

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

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

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

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

Financial Investigation Unit

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

Its integration

Article 71 .- Financial Investigation Unit will csist of:

a) The Head of the Unit.

b) Auxiliary Agents appointed by the Attorney Gealer

c) Accountants.

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

e) Information and intelligence analysts;

f) Administrative personnel

His appointment, removal and disciplinary actiofi i 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 withrédevant procedures has
access to the historical data base of said ehtite IRC-RR-18959, dated
November 19, 2010, signed by the mayor of Hazartfons
conglomerate, Mr. César Augusto Ortiz Saggeth

Art. 9 .- The institutions are obliged to informwmiting or electronically
within five working days to the FIU of any transactor individual cash

68



Post-Plenaria Final

FATF 40 Rec.

Rati
ng

Factors underlying rating

Recommended Actions

Actions Informed by Country

transactions made by each customer or on the sayihalt exceeds ten
thousand dollars of the United States of Americasoequivalent in any
other currency, regardless of whether or not deesnsgicious transaction
The deadline for submitting information is calcethfrom the day after the
operation or transaction was conducted

Insurance companies must report to the Superinteyds all payments
made as compensation for the risks they insur&dass of the amount
stated in the previous paragraph.

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

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

Article 9-A .- The suspicious transaction repofteidd be submitted to the
Financial Investigation Unit within five working ga from the time when,
according to the analysis performed, there is cefit 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 appropriatty efitcontrol or
supervision, solely for purposes of monitoring aodtrol, which in no
case shall perform the function of generating faianintelligence.

A major initiative to combat money laundering aadarist financing, is
the initiative of the President of the Republic ioe purposes of promoting
the enactment of the Law of Extinction of Dominoiethaims to enhance
the powers of the authorities to identify, securd forfeit assets of an
illegitimate source. Further enhancing the captédslito provide a broad
international cooperation in confiscation and seizf property, also
boosting the capabilities and budget of the Fltha through this law 20%
of the assets seized is assigned.

For further illustration we provide the followinik:

http://www.lapagina.com.sv/nacionales/54491/:
11/07/28/Funes-presentara-ley-para-confiscar-
bienes-fruto-del-crimen-organizado

>

NJ

In coordinating the efforts of ABANSA, the SSF ahe FIU, a feedback

69



Post-Plenaria Final

FATF 40 Rec.

Rati
ng

Factors underlying rating

Recommended Actions

Actions Informed by Country

activity has been planned with banks, non-bankingnfial institutions,
PFA’s and Credit Cards, focusing on Suspicious éymr Reports”

This feedback will focus primarily on strengthenitige aspects to b
considered in an operation that is going to be ntedoas suspicious, th
weaknesses, strengths and opportunities for impgothe current reports,
in addition to which, statistics on what is curfgmeported by institutions
will be presented and guidelines will be establisbe the manner in whicl
institutions should report a suspicious operat®aid activity is scheduled
to take place during the first week in June 2013.

o

On 03/June/13, steps began with the Inter-AmericarDevelopment
Bank (IDB) with a view to joining its project on cooperation and
specialized technical support for AML/CFT. The counry’s request had
to be channeled through the Technical Secretariatfothe President
(STP), thus on 27/June/13, the request to the STPaw facilitated so
that it could present it to the IDB (received at te STP on 8/July/13).

On 15/July/13, steps were taken with the Legal Adsor appointed by
the Technical Secretariat of the President to foll-up the CFATF
matter, in order to promptly facilitate the request presented by the
OAG/FIU. On 15/July/13, the STP issued an officialequest to the IDB,
a copy of which was received at the OAG/FIU on 194ly/13

On 16/August/13, the Cooperation Project began, tlmugh the F

IDB/FIU Videoconference, to review the work areasgstablish needs
and define the Work Plan. It was determined that tle technical
cooperation would focus on the following components

1. Assessment of DNFBP’s

2. Proposed regulatory framework, whose format coul have two
options: (a) An annex suggesting standards that sbinl be developed
by the country; or instead, (b) Drafting of the standards proposed

3. Development of information systems (statistics)ill involve steps
for coordination with another FIU in order to include an Internship

that _would allow knowledge, replication _and _adjustnent _of

computerized systems for El Salvador’s FIU (with ehigher likelihood

than it would be with the IVE of Guatemala).

On 27/August/13, the 2 Videoconference was held to review the
Terms of Reference, in order to commence the procg$or expressing
interest, so that the consultants could present tlirecandidates for the
project.

On 10 September/13, the IDB published the Expressie of Interest
with their respective Terms of Reference for the Casultations on
DNFBP’s and the FIU Technological Platform, so thathe consultants
could submit an offer for professional services anébrward their CV's
no later than 17 September/2013. On 19 SeptemberiX) the IDB
informed that it had completed the evaluation of cadidates. A 3¢
videoconference has been scheduled for 26/Septemt2€1.3, to discuss
the candidates, reach consensus and for the IDB fmroceed with the
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contracting. Tentatively, the contracting of consufants would be
carried out during the first week of October/2013

On 30/September/13, the '$ Videoconference was held to review ang
evaluate, based on the Terms of Reference, the lisf consultants
nominated for the project. The various alternativeswere discussed,
pending the verification of the availability of time to commence the
project

On 02/October/13, the 4t Videoconference was held, during which a
decision was taken on the two consultants with whom work will be done
in the project. The IDB will carry out the corresponding administrative
contracting procedures, in order to officially commence the
consultations. In addition, we were notified of the acceptance by the IVE
of Guatemala regarding the internship request to learn about the
technological development experienced, agreeing that direct
communication would be established with Erick Estuardo Ramos
Sologaistoa, the Superintendent of Special Verification and Eduardo
Antonio Soto Alvarez, the Director of the Prevention and Compliance
Department, to determine the dates and details of the internship.

On 10/October/13, the Videoconference was held with the IVE of
Guatemala, to define the topics of interest that will be covered in the
internship, establishing as a possible date, the first week of November.
Confirmation of dates pending.

On May 02/2013, the Superintendency of the Finandi&ystem (SSF)
was asked to provide access to the Web ROS (Web STRomputer
System and its database, for the purpose of accassgithe suspicious
transaction reports submitted by the entities superised by the SSF, as
well as its database, which would allow the generiah of intelligence
statistics by the FIU. The SSF dispatched user nameand access code
for FIU officials on 25 June/2013.

On 19 July/2013, the SSF was asked to prepare arfdrmation report
through the WEBROS (WEBSTR) System, to which the RJ has
access, indicating the areas of interest that haa tbe included in said
report, for the generation of statistical intelligence information. On
16/August/13, the SSF informed that it had fulfillel the request,
making access available to the FIU and generatingisl report.

As a means of strengthening the knowledge and cagpétes of the
officials of the Financial Investigation Unit (FIU), it took part in the
training offered by the: IMMIGRATION AND CUSTOMS
ENFORCEMENT ACADEMY (ICE), HSI INTERNATIONAL
DIVISION, through the Embassy of the United Stateof America in El
Salvador, which was developed on 10 July to 09 Augy 2013, in
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CHARLESTON, SOUTH CAROLINA, attended by Mr. José
Vaquerano, the Financial Analyst of the FIU.

The training consisted of developing a practical e of money
laundering, covering all phases, among them: Telepime calls,
interviews, surveillance, undercover operations, hsiness raids, raids
and seizure at laundering houses, preservation ofvielence, court
testimony and presentation of judgment. Also addresed were matters
related to: Financial crimes, Contraband and humantrafficking, as
well as cyber crime.

PROGRAM FOR CERTIFICATION IN ANTI-MONEY LAUNDERING AND
COMBATING THE FINANCING OF TERRORISM

29 August/2013: Coordination efforts began on the proposed Training
Program, for the purpose of developing a program for Certification in
Anti-Money Laundering and Combating the Financing of Terrorism, with
regulatory components based on international standards and national
legislation, through which investigators, prosecutors, judges and officials
of the financial sector and other reporting entities, will be able to obtain
accreditation that would guarantee preparation, knowledge and proper
application for compliance with the standards against money laundering
and the financing of terrorism. A work team was established, comprising
the Salvadorian Banking Association (ABANSA), the Superintendency of
the Financial System (SSF), the National Anti-drug Commission (CNA) and
the Financial Investigation Unit (FIU)

11 September/2013: A request was made to the Executive Secretary g
the CICAD, through an official note from the Attorney General of the
Republic, to provide technical assistance for the general design of the
certification mechanism to be used, training for national instructors and
the design of the curriculum for the certification modules, especially
regarding the following topics: a) Money laundering typologies through
electronic banking and stock operations; b) Financial Analysis and
Forensic Auditing; and c¢) Management and Operating Effectiveness of
Financial Investigation or Analysis Units.

08 October/2013: Public and private sector officials, together withmr.
Nelson Mena and Dr. John Grajales of the CICAD/OAS, held a meeting to
coordinate the certification program, in order to define those who will
take part in the formulation of the program and in the profile of the
certification project

09 October/2013: There was an Exchange of Notes between the OAG
and the CICAD/OAS, which formalized the assistance that the
CICAD/OAS would provide in the “Program for Certification in Anti-
Money Laundering and Combating the Financing of Trerism”

f
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In order to strengthen the Financial InvestigationUnit, the Attorney

General of the Republic and the General Managementnstructed the

Operations and Modernization Directorate (DOM), to determine the
various needs and adequate strengthening of the FJUhrough the

study, formulation and analysis of the correspondig processes and
manuals of procedures. Additionally, the Human Resarce Directorate

was instructed, through the Performance Evaluationand Follow-up

Department, to prepare job descriptions for the diferent functional

positions of the FIU.

The General Management has mandated the implementation of the

strengthening of the FIU based on the reports presented by both

Directorates, which include, among others, the following improvements:

. Human resources: The staff assigned to the FIU will be increased by
85%, establishing a structure with a higher operating capacity
according to the demand for the activities of the Unit. The areas of
financial, legal, technological and administrative analysis will be
reinforced

. Technological platform: Will be bolstered with new servers,
firewall, central UPS, videoconferencing equipment, 12 IBM
systems, licenses for Microsoft SQL server and Microsoft Visual Net
Study, high capacity printer, security access system and
temperature and humidity sensor, among others

. Strengthening of Furniture and Equipment: Assignment of station
computers, docking station computer, ergonomic chairs, shelving,
robot filing cabinets and roller shutter filing cabinets

. Reconditioning of installations, including physical separation by
areas and redistribution on the ground

29.
Supervisory
powers

PC

* Remittance entites and no
financial banking entities whicli
are beyond supervision of SY
and SS (leasing companies, cre
cards, general warehouse stor
etc) are not subject of on-sif
inspections or are demandsg
documentation to verifyf
compliance with AML-CFT

With respect to remittance entitig
and non banking financig
institutions ~ which are  no
supervised by SSF and SS — §
not applied a specific sanctio
regime in case informatiol
requirements are not adequate
met in order to verify complianc

n .
F

it
s,

e
d

with AML-CFT

Extend powers of the existing supervising entitiesrder to
be able to make inspection and compliance supervissits to
remittance entities and non-banking financial @tithat do
not form part of financial conglomerates.

Establish a sanction regime specific for the norngl@nce
with the obligation of attending requirements a# th
supervision entities.

CHAPTER Il

Of the Constitution, Official Registration and Aatization to Operate
Art. 16 .- Once the Cooperative is incorporateficiafl recognition and
registration in the National Register of CooperegiiNSAFOCOOP will
be requested, in order to obtain legality, the @oafive shall submit
certification of the Constitution signed by the &¢ary of the
Administrative Board. Seat registration and camatielh of same by
dissolution and liquidation of the Cooperative stgjied, will be published
in extract only once in the Official Journal. Regioffice to deliver the
respective warrant for publication.

TITLE IX

SANCTIONS

CHAPTER |

Sanctions

Article 91 .- The sanctions that the Salvadoratitiite for Cooperative
Development may impose Cooperative Associationasifellows:

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

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

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

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

a) The implementation of the General Law of CoofpegaAssociations;

b) To initiate, promote, coordinate and supendigedrganization and
operation of cooperative associations, federatéomsconfederations of
same, and provide the advice and technical assistary need,;

¢) Planning policy to promote and develop the comjdee movement, for
which it may request the cooperation of state agsnmunicipalities and
individuals interested in these activities, so thatcooperative movement
is framed within the economic development prograshghe country

d) To grant legal personality by registration ie thational Register of
Cooperatives, cooperative associations, federatibnsoperatives and the
National Confederation of Cooperatives;

e) Knowledge of the dissolution and liquidatiorttoé cooperative
associations, federations, cooperatives and thiematConfederation of
Cooperatives;

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

g) Promote the creation and increased sourcesarfi¢ing of cooperative
associations, federations of cooperatives and #t®hal Confederation of
Cooperatives;

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

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

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

a) Practice at any time and without restrictiongtigh their delegates, the
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revisions as deemed necessary, to know the prognesstatus of the
associations under its jurisdiction. Such assamiatare obliged to supply
directly to the Institute or its agents, when reedj all data, books, reports
and documents as requested, on each and every its@jperations;

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

c) Call the administrative and supervisory entiteeghe assembly of
cooperative associations, when those in chargsesfto do so or if the
Institute deems it necessary;

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

e) Impart special courses for members of boardire€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.

30.
Resources,
integrity and
training

NC

FIU does not have the necessa
number of officers to adequate
develop tasks (paragraphs 35 &
45 of Section 2.5)

There is a lack of functiong
autonomy for FIU, since i
depends directly from operativj
and human resource decisiol
established by the Attorne
General's Office. (see Sectid
2.5)

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 acceg
to date bases of State entities g
institutions or private companie
to obtain investigation or analys
information in an efficient
manner or at least more rapid
(section 2.5)
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FIU lacks a permanent

FIU has not necessary number of officers to adedyuat
develop tasks.

Lack of functional autonomy for FIU since it dirgctlepends
from operative decisions and human resource defigate
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 informatirect
access to databases of state or private companidsin
analysis or investigation information rapidly odedst more
efficiently.

FIU has no permanent and adequate training program
addressed to its 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. T#guirements and
incompatibilities to belong to the FIU, will be ddaped 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 isadished to regulate the
service relationship between the Attorney Gene@iffiee and its officers
and employees, helping to ensure the securitynofree as well as staff
development and effective performance of the puhlictions of the
institution.

Including Tax Career

Art. 47 .- falls within the position of Attorney Geral:

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

The Attorney General, the Prosecutor and the Au@eneral, in response
to the timing of his appointment, will be includiedthe position for the
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adequate  training progra
addressed to officers. (Sectid
2.5).

S5 =

period of holding the position, unless at the ddtieis 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 undersame 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 pribfficials and
employees.

Regulation of the Position of Attorney General

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

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

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

c) The selection, admission and recruitment thrqugblic competition.

d) Ongoing assessment of performance of officiats @mployees.

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

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

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

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

Financial Investigation Unit

Article 70 .- The Attorney General shall organing @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 csist of:

a) The Head of the Unit.

b) Auxiliary Agents appointed by the Attorney Geader

c) Accountants.

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

e) Information and intelligence analysts;

f) Administrative personnel

His appointment, removal and disciplinary actiofi i 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
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that the FIU as of that date in compliance withrédevant procedures has
access to the historical data base of said ehtite IRC-RR-18959, dated
November 19, 2010, signed by the mayor of Hazartfons
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 transact or individual cash
transactions made by each customer or on the saynihat exceeds ten
thousand dollars of the United States of Americasoequivalent in any
other currency, regardless of whether or not deesnegicious transaction
The deadline for submitting information is calcethfrom the day after the
operation or transaction was conducted

Insurance companies must report to the Superinteyds all payments
made as compensation for the risks they insur&dass of the amount
stated in the previous paragraph.

The entities mentioned in subparagraphs a), H)AYxticle 2 of this Act,
are also required to submit the report referreid 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

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. T#guirements and
incompatibilities to belong to the FIU, will be ddaped 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 isadished to regulate the
service relationship between the Attorney Gene@ffiee and its officers
and employees, helping to ensure the securitynofree as well as staff
development and effective performance of the puhlictions of the
institution.

Including Tax Career

Art. 47 .- falls within the position of Attorney Geral:

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

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

Position of Attorney General

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

Regulation of the Position of Attorney General

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

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

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

c) The selection, admission and recruitment thrqugblic competition.

d) Ongoing assessment of performance of officiats@mployees.

e) The ongoing mandatory training of personnel, amier the School of
Training for Attorneys or for other entities witthigh the Attorney General
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, trassfed swaps.

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

Financial Investigation Unit

Article 70 .- The Attorney General shall organing @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 ceist of:

a) The Head of the Unit.

b) Auxiliary Agents appointed by the Attorney Geader

c) Accountants.

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

e) Information and intelligence analysts;

f) Administrative personnel

His appointment, removal and disciplinary actiofi b& 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 withrédevant procedures has
access to the historical data base of said ehtite IRC-RR-18959, dated
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November 19, 2010, signed by the mayor of Hazartfons
conglomerate, Mr. César Augusto Ortiz Saggeth

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

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

The entities mentioned in subparagraphs a), H)Axticle 2 of this Act,
are also required to submit the report referreid the first paragraph of
this Article, only for purposes of monitoring anahtrol, to the tax or
regulatory or related supervisory entiry, in whigne 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 Presidgithe Republic for the
purposes of promoting the enactment of the LawxinEtion of Domino
which aims to enhance the powers of the authotitiédentify, secure and
forfeit assets of an illegitimate source.

Further enhancing the capabilities and budget®fiJ that through this
law will be assigned 20% of confiscated assetsremgthen its operational
capacity.

For further illustration we provide the followinik:
http://www.lapagina.com.sv/nacionales/54491/:

11/07/28/Funes-presentara-ley-para-confiscar-
bienes-fruto-del-crimen-organizado

The Inter-American Development Bank jointly witretovernment of El
Salvador, have held consultations in order to distathe operational
autonomy of the FIU, which is now in its second ggha

In the month of January next year, the TreasuryaBtepent of the United
States jointly with the FIU will provide training the area of research
techniques in the field of money laundering andbtést financing to FIU
staff, SSF, Ministry of Finance, National Civil Ra, and other institutions

involved in combating AML / CFT.
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Subsequently trainings are planned with regulateiies, SSF, PNC,
among others, in the area of typologies togethtr thie Treasury
Department of the United States of America.

Memorandum of understanding was signed with the Dr&sury
regarding technical cooperation.

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

On Tuesday October 23, 2012, the head of the Fltldeneeting with the
Minister of Finance with the main objective of #&sign the necessary
resources to the Unit to complete a team of fireraoalysts to that unit.
Acquiring the Minister's commitment for the nexddal year to allocate
necessary capacity according to the technical stydgrtue of the demand
for labor that FIU undertook to present

On 03/June/13, steps began with the Inter-AmericarDevelopment
Bank (IDB) with a view to joining its project on cooperation and
specialized technical support for AML/CFT. The counry’s request had
to be channeled through the Technical Secretariatfothe President
(STP), thus on 27/June/13, the request to the STPaw facilitated so
that it could present it to the IDB (received at te STP on 8/July/13).

On 15/July/13, steps were taken with the Legal Adsor appointed by
the Technical Secretariat of the President to foll-up the CFATF
matter, in order to promptly facilitate the request presented by the
OAG/FIU. On 15/July/13, the STP issued an officialequest to the IDB,
a copy of which was received at the OAG/FIU on 194ly/13

On 16/August/13, the Cooperation Project began, tlmugh the F

IDB/FIU Videoconference, to review the work areasgstablish needs
and define the Work Plan. It was determined that tle technical
cooperation would focus on the following components

1. Assessment of DNFBP’s

2. Proposed regulatory framework, whose format cod have two
options: (a) An annex suggesting standards that sbinl be developed
by the country; or instead, (b) Drafting of the standards proposed

3. Development of information systems (statistics)ill involve steps
for coordination with another FIU in order to include an Internship

that would allow knowledge, replication and adjustnent of

computerized systems for El Salvador’s FIU (with ehigher likelihood

than it would be with the IVE of Guatemala).

On 27/August/13, the 2 Videoconference was held to review the
Terms of Reference, in order to commence the procg$or expressing
interest, so that the consultants could present tlirecandidates for the
project.
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On 10 September/13, the IDB published the Expressie of Interest
with their respective Terms of Reference for the Casultations on
DNFBP’s and the FIU Technological Platform, so thathe consultants
could submit an offer for professional services andbrward their CV's
no later than 17 September/2013. On 19 September®) the IDB
informed that it had completed the evaluation of cadidates. A 3¢
videoconference has been scheduled for 26/Septemt2€1.3, to discuss
the candidates, reach consensus and for the IDB fwoceed with the
contracting. Tentatively, the contracting of consuants would be
carried out during the first week of October/2013

On 30/September/13, the '$ Videoconference was held to review ang
evaluate, based on the Terms of Reference, the lisf consultants
nominated for the project. The various alternativeswere discussed,
pending the verification of the availability of time to commence the
project

On 02/October/13, the 4t Videoconference was held, during which a
decision was taken on the two consultants with whom work will be done
in the project. The IDB will carry out the corresponding administrative
contracting procedures, in order to officially commence the
consultations. In addition, we were notified of the acceptance by the IVE
of Guatemala regarding the internship request to learn about the
technological development experienced, agreeing that direct
communication would be established with Erick Estuardo Ramos
Sologaistoa, the Superintendent of Special Verification and Eduardo
Antonio Soto Alvarez, the Director of the Prevention and Compliance
Department, to determine the dates and details of the internship.

On 10/October/13, the Videoconference was held with the IVE of
Guatemala, to define the topics of interest that will be covered in the
internship, establishing as a possible date, the first week of November.
Confirmation of dates pending.

On May 02/2013, the Superintendency of the Finandi&ystem (SSF)
was asked to provide access to the Web ROS (Web STRomputer
System and its database, for the purpose of accassgithe suspicious
transaction reports submitted by the entities superised by the SSF, as
well as its database, which would allow the generiah of intelligence
statistics by the FIU. The SSF dispatched user namend access code
for FIU officials on 25 June/2013.

On 19 July/2013, the SSF was asked to prepare arfdnmation report
through the WEBROS (WEBSTR) System, to which the RJ has
access, indicating the areas of interest that haa tbe included in said
report, for the generation of statistical intelligence information. On
16/August/13, the SSF informed that it had fulfillel the request,
making access available to the FIU and generatingsl report.
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As a means of strengthening the knowledge and capétfies of the
officials of the Financial Investigation Unit (FIU), it took part in the
training offered by the: IMMIGRATION AND CUSTOMS
ENFORCEMENT ACADEMY (ICE), HSI INTERNATIONAL
DIVISION, through the Embassy of the United Stateof America in El
Salvador, which was developed on 10 July to 09 Augy 2013, in
CHARLESTON, SOUTH CAROLINA, attended by Mr. José
Vaquerano, the Financial Analyst of the FIU.

The training consisted of developing a practical e of money
laundering, covering all phases, among them: Telegime calls,
interviews, surveillance, undercover operations, kginess raids, raids
and seizure at laundering houses, preservation ofvielence, court
testimony and presentation of judgment. Also addresed were matters
related to: Financial crimes, Contraband and humantrafficking, as
well as cyber crime.

PROGRAM FOR CERTIFICATION IN ANTI-MONEY LAUNDERING AND
COMBATING THE FINANCING OF TERRORISM

29 August/2013: Coordination efforts began on the proposed Training
Program, for the purpose of developing a program for Certification in
Anti-Money Laundering and Combating the Financing of Terrorism, with
regulatory components based on international standards and national
legislation, through which investigators, prosecutors, judges and officials
of the financial sector and other reporting entities, will be able to obtain
accreditation that would guarantee preparation, knowledge and proper
application for compliance with the standards against money laundering
and the financing of terrorism. A work team was established, comprising
the Salvadorian Banking Association (ABANSA), the Superintendency of
the Financial System (SSF), the National Anti-drug Commission (CNA) and
the Financial Investigation Unit (FIU)

11 September/2013: A request was made to the Executive Secretary g
the CICAD, through an official note from the Attorney General of the
Republic, to provide technical assistance for the general design of the
certification mechanism to be used, training for national instructors and
the design of the curriculum for the certification modules, especially
regarding the following topics: a) Money laundering typologies through
electronic banking and stock operations; b) Financial Analysis and
Forensic Auditing; and c) Management and Operating Effectiveness of
Financial Investigation or Analysis Units.

08 October/2013: Public and private sector officials, together withmr.
Nelson Mena and Dr. John Grajales of the CICAD/OAS, held a meeting to
coordinate the certification program, in order to define those who will
take part in the formulation of the program and in the profile of the
certification project
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09 October/2013: There was an Exchange of Notes between the OAG
and the CICAD/OAS, which formalized the assistance that the
CICAD/OAS would provide in the “Program for Certification in Anti-
Money Laundering and Combating the Financing of Tr@rism”

31. Domestic| PC ; ; ; fating i P ; CHAPTER IV

* A real public policy has not beep * Create in the existing inter-institutional grou al workin
cooperation P policy g grouftsm 9 INTERAGENCY COLLABORATION

implemented in terms of domest
coordination and cooperation.

C

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

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

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

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

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

Art.18 .- With the collaboration of the entities miened in Article 16 of
this Act, the Attorney General's Office will cre@ed maintain a database
related to money and assets laundering, whichatafiéormation both
nationally and internationally.

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

Law of Supervision and Regulation of Financial Sgsprovides:
Collaboration with foreign counterparts and othext&institutions

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

Authorize the Superintendency to request and offitam other units of
public administration and especially the Ministfyrinance, the
Superintendent of Corporate Obligations, the Sapamdency of
Competition, the Consumer Protection, Ministry ebbur and Social
Welfare, the ISSS of INPEP National Registry of iat Persons and the
National Records Center, information and dataritsters necessary for
the performance of their duties.

This information will be confidential. When the Suimtendency requires
any information, the certification shall not be gdb to payment of any
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law. The above institutions and agencies shall pthnprovide the
Superintendent , with the information it requiresl ¢hat they possess
under the exercise of its powers and functionsviuich the Superintenden
shall convene or establish mechanisms of dirss to the databases ¢
these institutions and agencies

They refer to the accompanying statistical dataithmcluding assistance
provided by the FIU to different prosecutors

On May 17, 2013, through Agreement No. 085, the Attney General of
the Republic approved the Manual of the Financial mvestigation Unit
for the Prevention of Money Laundering, published n Official Gazette
D.O. No. 119, volume 400, dated July 01, (See docemhin Annex 1). A
provision on inter-institutional cooperation was ircluded in the
following articles

CHAPTER Ill. Article 8.

INTER-INSTITUTIONAL  COOPERATION  AMONG  THE
REPORTING ENTITIES REFERRED TO IN ARTICLE 2 OF THE
ANTI-MONEY LAUNDERING LAW

The current guidelines are geared toward giving suport and trust to
all reporting entities included in article 2 of the Anti-Money
Laundering Law, in the relations maintained among hemselves, and is
a joint component in the fight against Money Laundéng and the
Financing of Terrorism.

Therefore, all reporting entities will assist in the implementation and
optimal execution of the policies necessary to premt them from
becoming legal vehicles for incorporating illegal gods, funds or fees.

In that respect, consultation processes may be caed out among them,
without diminishing their own principles of confidentiality or those

enshrined in the laws. Also, in their business retmns, they must be
united and must warn other entities if they are peceived as vulnerable
or that they represent a risk and indicate the poits which, in their

opinion, should be reinforced in order to achieve devel of compliance
that would generate trust in their actions.

32. Statistics

NC

FIU has not been able t
implement information
mechanisms that offer oblige
subjects periodical reports o
statistics, typologies and criming
trends (Section 2.5)

Law enforcement authorities d
not have systems to measuy

> L

al

re

results, that allow to effectively

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

On May 02/2013, the Superintendency of the Finandi&ystem (SSF)
was asked to provide access to the Web ROS (Web STRomputer
System and its database, for the purpose of accesgithe suspicious
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analyze AML/CFT systems

transaction reports submitted by the entities superised by the SSF, as
well as its database, which would allow the generian of intelligence
statistics by the FIU. The SSF dispatched user nameand access code
for FIU officials on 25 June/2013.

On 19 July/2013, the SSF was asked to prepare arfdrmation report
through the WEBROS (WEBSTR) System, to which the RU has
access, indicating the areas of interest that haa tbe included in said
report, for the generation of statistical intelligence information. On
16/August/13, the SSF informed that it had fulfillel the request,
making access available to the FIU and generatingisl report.

On 03/June/13, steps began with the Inter-AmericarDevelopment
Bank (IDB) with a view to joining its project on cooperation and
specialized technical support for AML/CFT. The courry’s request had
to be channeled through the Technical Secretariatfothe President
(STP), thus on 27/June/13, the request to the STPaw facilitated so
that it could present it to the IDB (received at te STP on 8/July/13).

On 15/July/13, steps were taken with the Legal Adsor appointed by
the Technical Secretariat of the President to foll-up the CFATF
matter, in order to promptly facilitate the request presented by the
OAG/FIU. On 15/July/13, the STP issued an officialequest to the IDB,
a copy of which was received at the OAG/FIU on 194ly/13

On 16/August/13, the Cooperation Project began, tlmugh the F

IDB/FIU Videoconference, to review the work areasgstablish needs
and define the Work Plan. It was determined that tle technical
cooperation would focus on the following components

1. Assessment of DNFBP’s

2. Proposed regulatory framework, whose format coul have two
options: (a) An annex suggesting standards that sbinl be developed
by the country; or instead, (b) Drafting of the standards proposed

3. Development of information systems (statistics)ill involve steps
for coordination with another FIU in order to include an Internship

that _would allow knowledge, replication _and _adjustnent _of

computerized systems for El Salvador’s FIU (with ehigher likelihood

than it would be with the IVE of Guatemala).

On 27/August/13, the 2 Videoconference was held to review the
Terms of Reference, in order to commence the procggor expressing
interest, so that the consultants could present tlirecandidates for the
project.

On 10 September/13, the IDB published the Expressie of Interest
with their respective Terms of Reference for the Casultations on
DNFBP’s and the FIU Technological Platform, so thathe consultants
could submit an offer for professional services anébrward their CV's

no later than 17 September/2013. On 19 SeptemberX) the IDB
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informed that it had completed the evaluation of cadidates. A 3¢

videoconference has been scheduled for 26/Septemit2€r.3, to discuss
the candidates, reach consensus and for the IDB fmoceed with the
contracting. Tentatively, the contracting of consufants would be
carried out during the first week of October/2013

On 30/September/13, the '$ Videoconference was held to review ang
evaluate, based on the Terms of Reference, the lisf consultants
nominated for the project. The various alternativeswere discussed,
pending the verification of the availability of time to commence the
project

On 02/October/13, the 4t Videoconference was held, during which a
decision was taken on the two consultants with whom work will be done
in the project. The IDB will carry out the corresponding administrative
contracting procedures, in order to officially commence the
consultations. In addition, we were notified of the acceptance by the IVE
of Guatemala regarding the internship request to learn about the
technological development experienced, agreeing that direct
communication would be established with Erick Estuardo Ramos
Sologaistoa, the Superintendent of Special Verification and Eduardo
Antonio Soto Alvarez, the Director of the Prevention and Compliance
Department, to determine the dates and details of the internship.

On 10/October/13, the Videoconference was held with the IVE of
Guatemala, to define the topics of interest that will be covered in the
internship, establishing as a possible date, the first week of November.
Confirmation of dates pending.

On 30/September/13, the '$ Videoconference was held to review ang
evaluate, based on the Terms of Reference, the lisf consultants
nominated for the project. The various alternativeswere discussed,
pending the verification of the availability of time to commence the
project

On 02/October/13, the # Videoconference was held, during which a
decision was taken on the two consultants with whorwork will be
done in the project. The IDB will carry out the comresponding
administrative contracting procedures, in order toofficially commence
the consultations

33.
Beneficial
legal persons

PC

» Low degree of efficacy
» Opacity of bearer shares

Establish network connections so that all publgtitations,
especially FIU have access to RNC information tghodata
transmission means and consequently developstagiin a
more efficient manner.

Provide the obligation of updating data of actuatbers of the
shares in the corporate books, and the registrafisach books

The FIU has initiated a process of implementingeasdo databases
maintained by the CNR through the signing of a evafion agreement for
access to direct, accurate and expeditious infeomatSo far there have
been several meetings between the IT departmeeigchfinstitution CNR
/ FIU having been approved and finalized the corbpiy of the
technological resources necessary for that purpiosieould be noted that
already these technological tools are being useghgve its

86



Post-Plenaria Final

FATF 40 Rec.| Rati Factors underlying rating Recommended Actions Actions Informed by Country
ng
to be mandatory at the RNC deposit, allowing ethbient of implementation, pending only the signing of the mesmdum of
beneficial owners of the corporations cooperation.
39. 3 PC « No internal laws that regulate To trans_fer to the orQinary Iega.l.regime (laws) ¢bastitutional As has been re_cognized by the assessme"nt tedne, @x¢cutive summary
Extradition Limperative of regulating extradition. paragraph 8 of its report, concluded that: "In $fadvadoran system the

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

Article 28 of the Constitution
could be interpreted as
limitation to extradition when
dealing with internationallyf
transcendence (international
relevant) crimes.

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

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

A
To clarify active and passive extradition, bottSalvadorian
citizens and foreign.

y
To establish simplified procedures for extradit@iowing direct

r]transmission of extradition petitions.

Study that persons may be extradited over the dualgeof third

country trial or arrest orders.

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

principle of Integration of the Act is applied bdsm 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 gapstie law caused by
technical errors or lack of legislative clarityssime provisions. "

In this respect, it is not accurate that in El Sdtw it is not clearly
regulated the extradition process (active and pepsince 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 eisthbtl by Article 28 of
the Constitution.

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

1 .- the Salvadoran penal code regulates theipknof universality,
Article 10 which states: "It will also apply Salh@dn criminal law to
crimes committed by anyone in a place not subge8aivadoran
jurisdiction, provided that they affect propertyfacted internationally by
specific agreements or international law or invelaeserious impairment t
universally recognized human rights. "

The statute empowers the Salvadoran governmepiply ariminal law to
crimes committed by anyone, even in a place ngesttp its jurisdiction,
provided that they affect property protected indtionally or with severe
impairment involving the internationally recognizedman rights.

2. The correct interpretation of Article 28 of tBenstitution of the
Republic is in the sense that those crimes of maténal significance, not
only may require the extradition of the responséléhorities 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 ogipe, namely: "El
Salvador grants asylum to foreigners who wish sideein its territory
except as provided by law and International Lawndly not be included in
exceptional cases to persons persecuted for @bligasons only.

Extradition shall be regulated according to Intéioral Treaties and in the

D
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case of Salvadorans, only proceed if the relevaaty is expressly
established and approved by the Legislature ofitatory countries. In
any case, its provisions should enshrine the pieaf reciprocity and
grant Salvadorans all criminal and procedural quters established by thi
Constitution.

The extradition will proceed when the offense wammitted within the
territorial jurisdiction of the requesting countekcept in the case of crime
of international significance, and may not be déifrd in any case for
political crimes, but in consequence of these @ngirffenses.
Ratification of Extradition Treaties require twdrtls vote of the elected
deputies

Having analized the recommendation and the es$entexia, with due
respect we consider that this issue was addresgedperly since what is
required by the recommendation does not corresptite factors
supporting the rating, or that the conclusionsedsare equivocal with a
different standard than that required by the recenuhation 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 covessigions 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, @fhhas 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 (amendmerthe CFT Law),
there is an obligation for Fl to report transacsisuspicious of FT in
general terms, without any limitation.

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

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

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

Pursuant to the provisions of Article 10 paragraghoman Il of the
AML Law, Fl's are required to report any relevarformation on
management of funds, which involves reporting afite transactions
(This clarification was made to the assessment tehaconsidered our
arguments valid).

[Note by the Secretariat: according to the repodrthis still a need for
an explicit requiremeft

Under reforms to the Special Law Against Acts ofrdeésm by Order No.
342 dated May 7, 2010, published in the Officiak&se No. 100, Volume
387, provides as follows: modify eighth paragraplimicle 37, and merge
two new subsections as the ninth and tenth, andecprently the curren
subsections Ninth and Tenth become Eleventh andfffviberefore such
amendment and additions shall read as followsalfaial institutions give
special and permanent attention to the detectiagoofls and services an

t

o

transactions that are suspected or have reasogatlmds to have ar
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unlawful purpose and that they are linked or camded to finance acts g
terrorism, and which must be reported to the AggriGeneral's Office
through the Financial Investigation Unit no lateart three days.

This without prejudice to the duty to inform then&ncial Investigation
Unit of the Attorney General's Office, in the cadgersons included in th
lists mentioned in the preceding paragrap
The Financial Investigation Unit will receive andadyze those reports fo
which they have the power to require informatioonirinstitutions or any|
entity or report public or private person, likewisthe Financial
Investigation Unit may share such information amatonal or international
level under the parameters of confidentiality agghlity, for the discovery
of criminal acts. "

The 6" Follow-up Report made mention of the carrying outof a
feedback activity on Suspicious Transaction Deteah and Reports on
14 and 15 May/13, in which there was participatiorfrom 97 persons
from Banks, Cooperative Banks, Savings and Credit @mpanies,
Remittance  Companies, Insurance Companies, Coopere¢
Associations  conducting financial transfers, Pensio Fund
Administrators, Stock Exchanges, Credit Card Issues and the
Federation of Cooperative Savings and Credit Assaaiions of El
Salvador (Federacion de Asociaciones Cooperativase dAhorro y
Crédito de El Salvador)

On the seventeenth day of May two thousand and thieen, through
Agreement No. 085, the Attorney General of the Refflic approved the
Manual of the Financial Investigation Unit for the Prevention of
Money Laundering, published in Official Gazette DO. No. 119,
volume 400, dated July 01, 2013 (See document in mWex 1). A
clarification was included to cover the suspicion fothe Financing of
Terrorism in the following articles:

CHAPTER Ill. Article 9

“Special Provision. Institutions must report as Supicious or Irregular
Operations or Transactions to the Financial Investiation Unit (FIU) of
the Office of the Attorney General of the Republicand to the
competent Supervisory Body, those clients or userho have evidence
or knowledge by any means, that they are directlyraindirectly linked
or related to any of the illegal activities referral to in article 6 of the
Anti-Money Laundering Law, and particularly to Acts of Terrorism at
the local level or of international importance. Tovard that end, an
analysis must be performed on the Client or Userhe operation that is
the subject of the report, including: the productspresented with the
entity, as well as the operations or transactionsatried out, regardless
of their number. The report shall proceed on the codition that the
supporting evidence established in Art. 12 of the &julations of the

Anti-Money Laundering Law are involved.
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In addition, the Institutions must notify the FIU in advance, of the
decision to close or cancel commercial relations aaccounts of those
clients, of those who are presumed to be directlyr andirectly linked or
related to the offences mentioned in the precedingaragraph, so that
the FIU could intervene in a timely fashion, therely avoiding the loss of
evidence and the impossibility of preventive meases being imposed
and/or criminal action taken by the Public Ministry”

SR.V
International
Cooperation

PC

 Lack or no real implementation g
measures established to cooper
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

f o
te

To transfer to the ordinary legal regime (laws) th
constitutional imperative of regulating extradition

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

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

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

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

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

« With regards to the legal limitations identifiedtire mutual evaluation,
which resulted in the suspension of the FIU's menstip by the
Egmont Group, they were fully corrected by Decree 342 issued by
the Legislative Assembly,

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

As has been recognized by the assessment teahg exécutive summar
paragraph 8 of its report, concluded that: "In 8@vadoran system th
principle of integration of the Law is applied. Bdson this principle,
international treaties according to legislation hwibther states o
international organizations are laws in the Repuldf ElI Salvador.
Operators of justice also commonly use this prilectp fill apparent gaps
in the law caused by technical errors or lack gidkative clarity of some
provisions. "

[¢)

In this respect, it is true that in El Salvadornist 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 grantaeiktion in accordance
with the procedure established by Article 28 of @wnstitution.

Es preciso aclarar que el articulo 28 de la camifih de la Republica;
contrario a lo manifestado por el equipo evaluadorpuede interpretarse
como una limitacion a la extradicion cuando seetrde delitos de
trascendencia internacional, por dos razones cdahias y especificas:

1.- .- the Salvadoran penal code regulates thecipte of universality,
Article 10 which states: "It will also apply Sah@dn criminal law to
crimes committed by anyone in a place not subjectSalvadoran
jurisdiction, provided that they affect propertyofacted internationally by
specific agreements or international law or invelaeserious impairment tp
universally recognized human rights”

The statute empowers the Salvadoran governmepiply ariminal law to
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crimes committed by anyone, even in a place ngesttp its jurisdiction,
provided that they affect property protected indtionally or with severe
impairment involving the internationally recognizedman rights.

2. The correct interpretation of Article 28 of tBenstitution of the
Republic is in the sense that those crimes of maténal significance, not
only may require the extradition of the responséléhorities 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 ogipe, 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 @bligasons only.

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

The extradition will proceed when the offense wammitted within the
territorial jurisdiction of the requesting countexcept in the case of crime
of international significance, and may not be déifrd in any case for
political crimes, but in consequence of these adirffenses.
Ratification of Extradition Treaties require twartls vote of the elected
deputies

Having analyzed the recommendation and the eskeritaia, with due
respect we consider that this issue was addresgedperly since what is
required by the recommendation does not correstmtite factors
supporting the rating, or that the conclusionsedsare equivocal with a
different standard than that required by the recenmhation 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
persons in terms of ML and FT
prevention.

« Appoint competent authorities in order for thentéwvelop the
registration and/or granting of the license towlials and
legal persons that provide securities or moneystearservices,
which shall maintain updated list with data of @gers of this
type of service, being further responsible to ees@mpliance
with the requirements established for the registnatr
granting of the license, as applicable.

Establish in the Law the obligation for the provi&lef these
type of services to abide by FATF Recommendations.

Establish systems that allow authorities to accashgn
adequate monitoring of fund transfer service prersd

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

Subparagraph "t":

"Just as every person or company who carries autebalf or on behalf of]
another person or entity, operations of transfdundls or assets, primarily
or essentially, on regular or periodic basis, caddition to other activities,
and other entities as established by law "

On May 17, 2013, through Agreement No. 085, the Attney General of
the Republic approved the Manual of the Financial hvestigation Unit
for the Prevention of Money Laundering, published n Official Gazette
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* 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 that operatdfrthese
services have an updated list of agents with wtiiel
cooperate, that shall be available to the finaranighorities
determined.

D.O. No. 119, volume 400, dated July 01, 2013 (Stument in Annex
1). A provision on money transfer services was inatled in the
following articles

CHAPTER IV. Article 10.

Multiple Operations - Cash Transactions: Correspondwith those daily
cash transactions less than ¢500,000.00 or its egalent in foreign
currency, which are conducted at one or several affes, during one
month calculated as provided for in article 3, sulparagraph 2 of the
Regulations of the Anti-Money Laundering Law, for the benefit of the
same person, but whose total exceeds that amount.

The Systems Department of each institution will gegrate by client, at
the close of each calendar month, a printed or elgonic list, for
branches or agencies and a copy for the Complian€affice.

The Database generated must also be dispatched @fenically to the
FIU and to the Inspection Bodies during the first fve working days of
every month, in the format deemed necessary by thdU.

The Systems Department of those institutions thatrpvide the Money
Transfer and Family Remittance services or other Ectronic Means of
Payment, a Database of the Money Transfer operatien
(Remittances/Payments) and Family Remittances (Rettances and
Payments), for accumulated amounts equal to or high than
¢500,000.00 or its equivalent in foreign currencywithin one calendar
month, whether transfers/remittances sent or receed; Each
institution will also be responsible for being Dilgent when verifying
clients or users who stay below said amount, in theperations
involving Transfers and Family Remittances or otherElectronic Means
of Payment, and must monitor such operations in orer to prevent
money laundering and the financing of terrorism. Tke Fields that
constitute the aforementioned Database will be comumicated by the
FIU.

In addition, the databases on Money Transfers and amily
Remittances or other Electronic Means of Payment, ost be made
available to the FIU and to the Supervisory Bodiesand must be
forwarded to them, within the five working days ofeach month, in the
electronic format deemed necessary by the FIU.

Based on the review and analysis of this list, thegencies will be in a
position to determine those clients who usually, irconducting their
business, during the month, do not handle this surof money. The
operations carried out by said Clients must be repted to the
Compliance Office as an irregular or suspicious opation in the
respective format and duly documented.

To control these operations, it will not be necessato complete the
form F-UIF01, without affecting the obligation to report them as
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irregular or suspicious when there is sufficient spporting evidence.”
SR. VI PC Proposal has been made to reform the Law on Sigi@mand Regulation

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 gatheqaai and
significant information with respect to transfederors, as
well as to accomplish a detailed examination amdrobof
funds transfers related with suspicious activities
consequence with RE.VII and modify SFF instructions
cablegraphic transfers in order to meet all RE irequents.

of the Financial System in the sense of addingbpatagraph to article
seven, which would be as follows:

Subparagraph "t":

"Just as every person or company the conductselalbor on behalf of
another person or entity, operations of transféurds or assets, primarily
or essentially, on a regular or periodic basish@ddition to other
activities, and other entities indicated by law

1)

In the new proposed reforms entitled Technical daedfs to manage th
risks of money laundering and asset and terroi&nting it has beel
proposed through the standards committee of CeReragérve Bank on this
recommendation as follows :

Risk factors for ML / FT
Art. 15.- Institutions should establish methodasgo segmen
risk factors and and identify forms and typologilesough which this risk
could be presented, the main risk generating agdht$ FT, including:
customers , products, services, distribution chisnnand location or
geographic location, which can be divided into segts and variables,
such as
e) For purposes of determining the risk of customermitist be
considered, among others, factors such as:
. Frequent movements and / or unexplained accourd&fezent
people.
. Frequent movements and / or unexplained funds leetweople
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 Pdliji€xposed
Persons (PEPs
. Accounts held by third parties (eg, accountantsydas or other
professionals) for their clients, which does nosctiise the
identity of the end user to the bank. In additicustomer
accounts presented by such third parties may ihiglrer risk
cases if the financial institution makes unreastmalse of
"know your customer" and enhanced due diligence.
. Lists issued by international bodies indicating ividlals
suspected of criminal activity.

f)  For purposes of determining the risk of productsl @ervices it
should be considered, among others, factors such as

. International correspondent banking services iringl

international transactions such as payments tolpespo are

not regular customers (eg acting as intermediamk)and

93



Post-Plenaria Final

FATF 40 Rec.

Rati
ng

Factors underlying rating

Recommended Actions

Actions Informed by Country

package delivery activities.

. Services involving the marketing and delivery ofecks and
precious metals

. Services inherently providing more anonymity or caasily
cross borders, such as:

Online Banking

International transfers,

Private investment firms,

Trusts.

ANANENEN

. Wire transfers

. Innovative Products,

. Safety Boxes,

. Stock market transactions on behalf of clients,

. International Operations (forex trading, tradinglde
. Purchase of monetary instruments

¢) Among the distribution channels that may pogeeater risk are:
. Use of intermediaries or sub-agents,

. ATMs
. Electronic Banking
. Kiosks

. Regional Banking
. Mobile Banking (cell phone use).

However, approval is yet to be received from thet2¢ Reserve Bank
regarding the amendments proposed entitled Tedhr8tandards for
managing the risks of money and asset launderimgtiaa financing of
terrorism. Together, ABANSA, the SSF and the FlWehaontinued their|
efforts pertaining to the issue of Remittance Camgza Toward that end
work is underway to design a “Draft Standard fomRe&ance Companies”
an ad-hoc standard on the operations of said caegpahat would
specifically and clearly outline the proper and aripnt obligations to
facilitate its application and control.

This proposal is being analyzed, reviewed and ehkserjointly by
ABANSA, the SSF and the FIU. It should be pointed that granting
authorization to the competent authority, overaaramendments and/a
improvements in the Regulation of the Law, the Manual and other
standards, is in some way subject to the approyalthe Honorable
Legislative Assembly of the proposals to amendLtiw; however, efforts
are being undertaken proactively in the framewofkth® amendmen
proposal presented, in such a manner that it waadtain plans o
proposals developed to promote advancement inréze a

The Central Reserve Bank (BCR) reported on 8/July/3 through the
Department for Financial System Standards that thedraft "Technical
Standards on Money Laundering and Financing of Terorism Risk

=

Management" prepared by the SSF and forwarded to ta BCR on
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22/Nov/2012, sent for review on 10/Dec/2012, to th&echnical
Assistance Office (TAO) of the Treasury of the Unéd States, to the
Advisor Carol Mesheske, whose observations were rmeiged on
13/Jun/2013, was still under review by the Legal Omartment of the
BCR. On 12/September/13, the BCR updated the statusf the draft,
reporting that it was reviewed by the Legal Departnent on the powers
of the Standards Committee on the matter, and undetechnical review
by the Department for Financial System Standards; ad also that on 23
August/13, the SSF dispatched a new version of thiraft Standards
incorporating the observations of the Office of theTreasury of the
United States (TAO), the sixth CFATF report and the new FIU
Manual, which was the subject of technical legal reew. The BCR has
defined an estimated schedule for developing the phes of the process
pending approval, as follows:

1) Meeting of the joint BCR-SSF team to reach conssus on the draft
(23-27 Sep)

2) Public consultation with the industry (27 Sep 11 Oct)

3) Analysis of comments of the joint BCR-SSF teani4 -18 Oct)

4) Receipt of the position of the SSF executive caomittee (21 - 23 Oct)
5) Approval by the BCR through its Standards Commitee (25 Oct)

SR. VIII

PC

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

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 VII1.3.2

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

Implement exchange of information referring to NPOs

Accomplish periodic evaluations analyzing possitdk
vulnerabilities for financing of terrorism.

Accomplish comparative monitoring or relationaioas with
homologous international sectors.

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

Establish and regulate a supervising entity of NPOs

It has been proposed reform of the Law of Non-Prdsociations and
Foundations Non-Profit in the following sense:

Article 58-A. Registration Procedure

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

The initial application for registration must indlithe name, surname,
address and telephone number of all persons whe lieen entrusted
duties relating to operations of the associatispeeially the president, the
vice president, the secretary general, board mearzktreasurer, as
appropriate. Any change in the identity of thospomsible must be
notified to the authority responsible for maintamihe registration.
(Ministry of Interior).

Article 39-A. Donations.

Any donation made to an association or organizatawered by this law,
regardless the amount must be included on a regigtmtained for this
purpose by the association or organization, whingl énclude full details
of the donor, the date, the characteristics anammeunt of the donation

The record shall be maintained for a period oflass than five years an
made available upon request by any competent athiorsupervise non-
profit organizations and, when requested, the tathaities or court
charged with a criminal investigation.

When the donor wishes to remain anonymous, thestrggidentification
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may be omitted, but the association or other omgitin shall be obliged t
disclose his identity to the authorities resporesfbt criminal investigation,
if they so request.

Nonprofit associations and organizations are reguio deposit in one 0
more bank accounts established in authorized bgnkatitutions, all sums

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

Article 40-A Mandatory
Any donation in cash in an amount equal to or edicepten thousand
dollars of the United States of America shall blersifted within three days
of a statement or report, to be registered with Rmancial Investigation
Unit, who will design the respective form used ftwat purpose.
Any donation is also subject to the filing of atstaent to the Financia
Investigation Unit when it is suspected that fuldwve been or may b
linked to the commission of crimes.

Art. 40 subparagrpah 4°.

Nonprofit associations and organizations are rehuie present its
corresponding financial statements of the precegteay, duly accredited
to the Ministery of Interior, within a timeframe tfiree months as of th
date of closure off the fiscal year.

Article 83-A. Prohibited Associations.

Without prejudice to the prosecution, the Minigiéthe 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 crinaictal

Art 42. Control of the State.

Current provision: "The associations and foundatiaiil also be audited
by the Ministry of Finance and the Court of Audét@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.

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

Implement exchange of information referring to NPOs

Accomplish periodic evaluations analyzing possiisk
vulnerabilities for financing of terrorism.

bf Accomplish comparative monitoring or relationaioas with

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

Any person entering or leaving the territory of fepublic by any means,
regardless of nationality, must declare notessirpErsonal checks or
others, domestic or foreign currency or securitiesirer negotiable
instruments in the amount of ten thousand dollareare or the equivalent
in another currency, otherwise will be require@xplain such
circumstances by way of affidavit.

The last of the considerations that support thagais false, since the law
contains penalties for ML if persons fail to, giaése or misleading

Declarations.

1)

1)

statement about money, as established in Artiddesn?l 21 of the Act ,
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No sanctions foreseen for any
type of noncompliance with
obligation to declare (except the
offender is condemned with the
ML crime).

homologous international sectors.

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

Establish and regulate a supervision entity for NPO

which states the following:

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

The misrepresentation, omission or inaccuracy e@statement will result
in the retention of valuables and the promotioaggropriate criminal
action under this law.

Art. 21 .- If within thirty days of retention, isinot conclusively
demonstrated the legality of their origin, money arcurities held shall be
confiscated. If it is established that the legatityhe source, those
responsible for the misrepresentation, omissianaxcuracy incur a
penalty of five percent of the total amount of ireta value, which will be
paid to the corresponding collector of the MinistfyFinance.

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

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

The recommendation states:

"IX. Cash couriers

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

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

Countries should ensure that effective, proporte@ad dissuasive
sanctions are available to be applied to people wake false declaration
or disclosure. In those cases where the cash ceteegotiable
instruments are related to terrorist financing oney laundering, countries
should also take measures, including legislativesaonsistent with
Recommendation 3 and Special Recommendation ligiwiill enable
confiscation of such currency or instruments. "

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