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Bolivia

l. Summary

Bolivia is one of 20 major narcotics producing or transit countries. On September 15, 2009, the President
of the United States determined for the second consecutive year that the Government of Bolivia (GOB)
“failed demonstrably” to adhere to its obligations under international counternarcotics (CN) conventions.
In this determination, the President raised concern with rising Bolivian coca cultivation and cocaine
production and explained that the GOB’s expulsion of the Drug Enforcement Administration (DEA)
severely undermined Bolivian law enforcement efforts to identify and dismantle drug trafficking
organizations. The President noted that despite Bolivia’s success in meeting minimum eradication goals,
the total effort by the GOB fell short of its obligations as outlined in the United Nations (UN)
Conventions and bilateral agreements.

In 2009, the GOB reported eradication of over 6,341 hectares of coca nationwide, 84 percent of which
took place in the Cochabamba tropics (Chapare). Although the GOB met its minimum bilateral
requirement to eradicate 5,000 hectares of coca, these efforts have not kept pace with rising coca
cultivation and cocaine production. Bolivia is a party to the 1988 UN Drug Convention.

Il. Status of Country

Bolivia is the world’s third largest producer of cocaine, and it is a significant transit zone for Peruvian-
origin cocaine. The United States Government (USG) estimates that Bolivia’s coca cultivation increased
by ten percent in 2009, and potential cocaine production increased by 50 percent from 130 metric tons in
2007 to 195 metric tons in 2008 and remained at that level in 2009. Increased potential cocaine
production over the past two years can be attributed to the adoption of more efficient, Colombian-style
cocaine processing methods and the increased presence of Colombian and Mexican drug traffickers in
Bolivia. The majority of cocaine trafficked from or through Bolivia is destined for Brazil, Chile,
Argentina, and Paraguay, with a significant amount transshipped to Africa and Europe.

GOB coca eradication forces face resistance from local coca growers on average one to three times per
month when they attempt to carry out eradication missions. These missions are negotiated with and
agreed upon by the General Directorate of Integral Development for Regional Coca Production
(DIGPROCOCA) and relevant coca federations. Resistance includes throwing stones at eradicators and
gathering groups of hundreds of coca growers to physically resist the eradicators. Most incidents occur in
so-called “zero coca zones,” such as protected Bolivian national parks. When facing resistance,
eradication forces usually retreated in order to avoid injuries or conflict escalation. Coca cultivation
expansion led to recent violent incursions by coca growers into the Indigenous Territory National Park
Isiboro Secure (TIPNIS), leaving one person dead in September 2009. Police acted to remove the coca
growers.

President Morales remains the leader of a coca growers’ federation, and the GOB continues its efforts at
the international level to obtain the legalization of trade in coca leaf.

The expulsion of the DEA from Bolivia in January 2009 negatively impacted CN programs, especially in
the area of interdiction operations and drug-related investigations. The expulsion reduced Bolivia’s ability
to identify, investigate, and dismantle drug trafficking organizations (DTOs) and severely limited the
amount of actionable law enforcement leads developed in Bolivia.

In June, 2009, the President of the United States did not determine that Bolivia satisfied the eligibility
requirements under the Andean Trade Promotion Act, including criteria on counternarcotics, and
Bolivia’s trade preferences under the Act were not reinstated.
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On September 15, 2009, the President of the United States determined for the second consecutive year
that the Government of Bolivia (GOB) “failed demonstrably” to adhere to its obligations under
international counternarcotics (CN) conventions. In this determination, the President raised concern with
rising Bolivian coca cultivation, cocaine production, and lack of control over “licit” coca markets
resulting in diversion of excess coca leaf to cocaine production. The President also explained that the
GOB’s expulsion of DEA severely undermined Bolivian law enforcement efforts to identify and
dismantle drug trafficking organizations. The President noted that despite Bolivia’s limited success in
meeting eradication goals, the total effort by the GOB fell well short of its obligations as outlined in the
United Nations (UN) Conventions and bilateral agreements.

The USG continues to provide administrative and logistical support to Bolivian CN programs, and to
work productively with the GOB at the technical level, but program accomplishments have diminished as
a result of GOB policies and actions. The U.S. remains committed to working with the GOB to improve
counternarcotics results.

lIl. Country Actions Against Drugs in 2009

Policy Initiatives. The GOB promotes a policy of “zero cocaine but not zero coca” and has continued its
policy to allow an increase in coca cultivation from 12,000 to 20,000 hectares, which violates Bolivian
Law 1008 and international agreements. Bolivia produces coca leaf for traditional purposes, such as
chewing, making tea and religious rites, but this coca leaf is also diverted to cocaine production. Current
Bolivian law permits up to 12,000 hectares of legal coca cultivation in the “traditional coca growing
area,” most of which is in the Yungas, to supply the licit market. In September 2008, the GOB signed an
agreement with 25,000 coca growers from the Yungas federation to eradicate 6,900 hectares by 2010.
This agreement simultaneously permitted an additional 6,500 hectares of coca to be grown in new areas in
and around the Yungas. In 2009 the GOB also continued the policy that allows one cato (between one-
sixth and one-quarter of a hectare) of coca to be cultivated annually per coca growing family in the
Chapare region. This policy has resulted in at least 7,000 additional hectares of coca growth. It is widely
recognized that coca grown in the Chapare is not suitable for chewing, and there is no evidence to suggest
that Chapare coca is currently used for any other licit purposes, such as the manufacture of tea and other
commercial products.

In October 2008, the GOB, with substantial support from the U.S. and neighboring countries, completed a
one-year project designed to significantly improve the GOB’s money laundering, antiterrorism financing,
and asset forfeiture legislation. The draft legislation, currently pending Bolivian Congressional approval,
would provide the requisite legal resources to law enforcement entities to improve their ability to conduct
and prosecute narcotics trafficking, money laundering, terrorist financing, and corruption cases in Bolivia.
The legislation also contains provisions that would allow judicial intercepts of wire communications, plea
bargaining, and other reforms to the Code of Criminal Procedure.

Accomplishments. The GOB eradicated 6,341 hectares of coca nationwide in 2009—84 percent (5,359
hectares) in the Chapare, 8 percent (521 hectares) in Yapacani, and 7 percent (459 hectares) in the
Yungas.

In 2009, the Special Bolivian Counter Narcotics Police (FELCN) seized approximately 1,574 metric tons
of coca leaf, 22 metric tons of cocaine base, and 5 metric tons of cocaine hydrochloride (HCI), totaling
approximately 27 metric tons of illicit cocaine product. These illicit cocaine product seizures are fewer
than the same period in 2008 and are insufficient to stem rising potential cocaine production. The GOB
counternarcotics forces located and destroyed 24 cocaine HCI processing and chemical recycling labs;
4,864 cocaine base labs; and 6,666 maceration pits. In comparison to 2008, forces interdicted fewer base
labs and maceration pits, but seized more cocaine HCI processing and chemical recycling labs. These
results track the rising prevalence of Colombian-style manufacturing methods, rather than traditional
maceration pits, and the increasing presence of Colombian and Mexican drug traffickers in Bolivia.
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Additionally, operations intended to disrupt drug labs frequently fail to seize drugs processed at the labs
and only result in the arrest of low-level workers. FELCN seized approximately 1,937 metric tons of
marijuana; 872 metric tons of solid precursor chemicals; and 1,578,681 liters of liquid precursors in 2009,
an increase over prior year results. The lack of DEA or other international law enforcement working with
FELCN in the field on a daily basis makes it difficult to independently verify the accuracy of these figures
reported by the GOB.

The GOB arrested 3,397 persons on narcotics-related offenses in 2009. The GOB opened 2,903 narcotics
cases during 2009 with 1,236 defendants. Of the total, formal charges of narcotics violations have taken
place in 1,160 cases. 104 of the cases have judicial resolution, while 1,056 remain pending in court.
Internal reviews of the statistical conviction rates by the Public Ministry and a survey conducted by the
National Fiscal Training Facility in Sucre indicate that there continue to be significant problems within
the CN prosecutor’s offices relating to the ability of the prosecutors and their understanding of the
accusatory judicial system that began in 2001.

Law Enforcement Efforts. FELCN is mandated to combat all aspects of drug trafficking, including
interdiction of drugs, illicit coca, and precursor chemicals, intelligence gathering, money laundering
investigations, and rural operations. The Department of State’s Bureau for International Narcotics and
Law Enforcement Affairs’ (INL) Narcotics Affairs Section (NAS) continues to provide logistics and
administrative support to the FELCN and the Bolivian National Police (BNP) training academy.
However, without DEA presence, the USG does not have the capability to support operational
engagement or sharing of actionable law enforcement information with Bolivian counterparts.

FELCN reported that throughout 2009 it focused on higher level violators, resulting in more priority
target organizations being investigated with the assistance and support of regional partner nations. The
U.S. has no information on priority target drug trafficking organizations dismantled or high level violators
arrested by the GOB in 2009. The increase of cocaine supply, expansion of drug trafficking activities, the
presence of sophisticated organizations operating in Bolivia, and proliferation of large foreign-managed
cocaine laboratories pose a growing challenge, given FELCN’s limited capacity. Bolivia is seeking
support from other countries and has improved law enforcement cooperation with Brazil, Argentina and
Chile. However, this improvement has not sufficiently addressed the gap in operational support and
enhanced investigative capabilities to target and dismantle drug trafficking organizations created by
DEA’s expulsion.

Corruption. There are no proven cases of senior GOB officials encouraging or facilitating the illicit
production or distribution of narcotic or psychotropic drugs or other controlled substances, or the
laundering of proceeds from illegal drug transactions.

The USG continues to provide significant administrative support to the BNP Office of Professional
Responsibility (OPR) and the Disciplinary Tribunal. The OPR is the “Internal Affairs Investigators” of
the BNP. The Tribunal is responsible for the review of cases and determination of punishment, if
appropriate, for police officers involved in misconduct and other integrity-related violations. The
BNP/OPR reports that they have investigated a total of 2,444 allegations of various forms of misconduct
involving police officers during 2009. Of these cases, 176 involved officers assigned to the FELCN. To
date, the Tribunal has reviewed and undertaken prosecutorial, disciplinary or other administrative action
in 1,378 of these OPR cases. The remainder of the cases are pending investigations, or awaiting tribunal
action.

Agreements and Treaties. Bolivia is a party to the 1988 UN Drug Convention, the 1961 UN Single
Convention on Narcotic Drugs as amended by the 1972 Protocol, and the 1971 UN Convention on
Psychotropic Substances.

Bolivia is a party to the UN Convention against Transnational Organized Crime and its Protocols on
Trafficking in Persons and Migrant Smuggling, the UN Convention against Corruption, and the Inter-
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American Convention against Corruption. Nevertheless, Bolivia is lacking many of the legal and
enforcement mechanisms needed to fully implement these agreements. Bolivia has signed, but has not yet
ratified, the Inter-American Convention on Extradition.

Extradition. The GOB and the United States signed a bilateral extradition treaty in 1995, which entered
into force in 1996. The treaty permits the extradition of nationals for most serious offenses, including
drug trafficking. The United States has one pending extradition request to Bolivia as of December 2009.

Cultivation/Production. Overall coca cultivation increased ten percent in 2009 to 35,000 hectares
according to official USG estimates, up from 32,000 hectares in 2008. (The United Nations Office on
Drugs and Crime (UNODC) estimated that in 2008 Bolivians cultivated 30,500 hectares, a 6 percent
increase from 2007. UNODC figures for 2009 were not available.) Regional changes from 2008 to 2009
are as follows: Chapare cultivation increased 6 percent (8,300 to 8,800 hectares); Yungas cultivation
increased 10 percent (21,000 to 23,000 hectares); Caranavi cultivation increased 37 percent (1,600 to
2,200 hectares); Vandiola cultivation decreased 19 percent (315 to 255 hectares); and Apolo cultivation
decreased 60 percent (660 to 260 hectares). Bolivia also produces marijuana, primarily for domestic
consumption. GOB estimates show that marijuana production increased significantly from 195 metric
tons in 2008 to more than 1,831 metric tons in 2009.

USG estimates indicate that potential pure cocaine production increased approximately 50 percent, from
130 metric tons in 2007 to 195 metric tons in 2008 and remained at 195 metric tons in 2009. Estimated
potential export quality cocaine (derived after pure cocaine has been cut, mixed, and diluted) in 2009 was
240 metric tons, largely due to less efficient leaf yield from new plants. (UNODC estimated that 2008
potential pure cocaine production in Bolivia was 113 metric tons, a 9 percent increase from 2007.)

Over the last couple of years, Bolivian CN units, as well as DEA (prior to its departure), have observed a
steady increase in the use of the more efficient “Colombian” methods for cocaine production during lab
seizures, including use of mechanized coca maceration and solvents, instead of acids for alkaloid
extraction.

Drug Flow/Transit. Although cocaine production in Bolivia is increasing, there continues to be limited
information on how much Bolivian cocaine is seized outside of Bolivia. Existing reports indicate that
most Bolivian-origin cocaine exports flow to other Latin American states for either domestic consumption
or onward transit towards Europe, with little exported to the U.S. Still, there appears to be a growing
number of Mexican and Colombian traffickers in Bolivia. A GOB official stated that Mexican drug
cartels are working with Colombian drug cartels to invest capital in Bolivia and Peru to help ensure a
sufficient supply is available to satisfy market demand. The official noted that Mexican cartels provide
money to the Colombians, who then administer the funds to secure sufficient supply. DEA is monitoring
its Cocaine Signature Program for any indication of an increase in Bolivian cocaine appearing in the U.S.
market.

The increase in coca cultivation and cocaine production, particularly since 2007, as well as the lack of
effective government response in Bolivia, directly affects neighboring countries. DTOs in the Southern
Cone—Argentina, Brazil, Chile, Paraguay, and Uruguay—have taken advantage of the current situation
in Bolivia to increase their drug trafficking activities in the region. All countries bordering Bolivia have
experienced an increase in drug trafficking from Bolivia during the reporting period, especially Brazil and
Chile. All report increased seizures of Bolivian drugs and arrests of drug traffickers linked to Bolivia, as
well as the increased use of small aircraft and containerized shipments to move large quantities of cocaine
from land-locked Bolivia to international destinations. Argentine authorities report the presence of
cocaine HCI labs in their countries, supplied by Bolivian cocaine base. Brazilian authorities have stated
that most of the cocaine seized in Sdo Paulo comes from Bolivia

Alternative Development. The USG’s Integrated Alternative Development (AD) program provides
support to help diversify the economies of Bolivia’s coca growing regions, reduce communities’
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dependency on coca, and complement the Government of Bolivia’s voluntary eradication program. AD
assistance helps strengthen the competitiveness of Bolivia’s agricultural products (e.g., coffee, bananas,
pineapples, cocoa, and palm hearts) in national and world markets, improve basic social conditions (e.g.,
access to clean water), and improve rural road infrastructure and access to markets. Beginning in Fiscal
Year (FY) 2007, AD support shifted focus from the Tropics of Cochabamba to the Yungas region in
accordance with the GOB’s rationalization plans. In 2009, USAID terminated most of its work in the
Tropics of Cochabamba at the request of the GOB.

Cooperation between USAID and the Vice Ministry of Coca and Integrated Development (VCDI)
continued over the past year. Activities and investments under the programs to promote productive and
social development were all jointly approved by USAID and VCDI counterparts. These include a
relatively large number of new productive initiatives in La Asunta, an under-developed, highly coca
dependent region of the Yungas, where the GOB started to eradicate in agreement with the coca growers’
federations. Project personnel worked closely with principal GOB counterparts, the La Asunta federation,
and communities to prioritize investments and identify the most promising products to be developed.
There has been significantly more demand for alternative production among communities than originally
envisioned.

Data on results achieved over the last year indicate that USAID’s Integrated Alternative Development
program activities continued to produce results. U.S. assistance helped introduce, establish or rehabilitate
4,047 hectares of crops, such as bananas, cocoa, palm hearts and coffee, and helped place an additional
614 hectares under forest management plans. Income from some of the first yielding crops, such as the
natural sweetener product stevia, began in November 2009.

In FY 2009, the annual value of USAID-promoted exports reached nearly $39.5 million, an 11percent
increase over FY 2008. The assistance provided to farm communities and businesses helped generate
5,866 new jobs and $29 million in sales of AD products. Approximately 12,660 families benefited
directly from U.S. assistance. More than 530 kilometers of roads were maintained or improved and 19
bridges were constructed. In addition, four potable water systems were constructed, benefiting 1,269
families in the Yungas region.

Domestic Programs/Demand Reduction. A 2008 UNODC report stated that Bolivian domestic drug
consumption continued to increase. The most recent credible study on drug use in Bolivia, conducted in
2005 by the Latin American Center for Scientific Research (CELIN), showed that 4.9 percent of the
population uses illegal drugs (cocaine, marijuana, hallucinogens and others). Despite this, GOB support
for drug abuse prevention programs is inadequate. The USG provided support to CELIN to update the
2005 study on illegal drug use in Bolivia and several demand reduction programs. Due to the lack of
GOB support on a national level, the USG focused drug prevention outreach activities at the municipal
and prefectural levels throughout 2008 and 2009. Since February 2008, the USG has worked with
UNODOC to conduct a drug abuse prevention and citizen safety project in EI Alto that has reached over
80,000 teachers, students, and community members. The USG also works with the non-governmental
organization Communication, Research and Action of Social Policies (CIAPS) on a community-based
drug abuse prevention program for high-school students in the cities of La Paz and Sucre. The CIAPS
program is expected to reach 20,000 people.

Since 2000, the USG-supported Drug Abuse Resistance Education (DARE) program educated 142,290
school children on drug prevention. The program reached 18,000 students in 2009. In the Department of
Cochabamba, the USG helped implement the region’s “Healthy Schools Drug Prevention Program” by
training health professionals, teachers, and parents on drug abuse prevention techniques. During the
reporting period, the USG conducted training in demand reduction issues and techniques for several
technical teams of trainers from the municipalities of Cochabamba, Tarija, Sucre, and Guayaramerin. The
USG also conducted a counternarcotics-themed sports outreach effort by sponsoring the “Tahuichi”
Soccer Academy in Santa Cruz. The Academy launched a tournament in the coca growing area of Los
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Yungas that involved three teams and 70 youth participants. The USG also provided three year-long
soccer scholarships to at-risk children from rural areas of the country. The scholarships allow the children
to live, study, and train at the academy for one year.

IV. U.S. Policy Initiatives and Programs

Policy Initiatives. USG programs aim to enhance the capabilities of the GOB to reduce coca cultivation;
arrest and bring drug traffickers to justice; promote alternative economic development; disrupt the
production of cocaine within Bolivia; interdict and destroy illicit drugs and precursor chemicals moving
within and through the country; reduce domestic abuse of cocaine and other illicit drugs; institutionalize a
professional law enforcement system; and improve the awareness of the Bolivian population regarding
the dangers of illicit drugs. The USG also provides logistics support that enables training for BNP officers
in modern money laundering and terrorism financing investigative techniques, and on trafficking in
persons (TIP) and human rights.

Bilateral Cooperation. Bilateral cooperation continued to be challenging in 2009. However, Bolivian
and U.S. officials meet regularly to implement programs and to advance common issues of concern.

In February 2009, the GOB advised the USG that U.S.-sponsored training for military and police
personnel outside of the country would no longer be supported by the GOB and that any future training
nominations would be directed to the respective unit commanders for initial approval. These nominations
would then be forwarded to the Minister of Government and President for their respective approvals. This
new policy has serious detrimental effects on the continued development and professionalism of the
national police and military forces, due to their inability to attend U.S. sponsored training courses,
especially management courses.

Despite this setback, the USG supported a number of GOB institutional developmental projects, including
a basic and advanced law enforcement training program. In 2009, the Law Enforcement Development
Program supported sixty-two (62) training courses, seminars and/or conferences that have reached 5,600
police officers, prosecutors, and GOB and non-government organization counterparts. The USG provided
administrative support to four special BNP TIP investigative units consisting of 28 police officers and 12
full time prosecutors in La Paz, Santa Cruz, and Cochabamba.

The Road Ahead. With sharply rising potential drug production levels, the presence of Colombian and
Mexican drug traffickers operating in Bolivia, as well as increasing potential for conflict between coca
growers and the GOB in the national parks, the USG is concerned about the effectiveness of the GOB’s
counternarcotics policies and actions. The GOB’s policies supporting the expansion of coca cultivation
contribute to rising excess coca cultivation and increases in cocaine production. The GOB is encouraged
to revise its policies on coca cultivation and implement a national eradication strategy that improves
efficiency and effectiveness of eradication, leading to net reductions in coca cultivation that keep pace
with replanting. We also encourage the GOB to take measures to prevent diversion of coca to cocaine
production by establishing strict controls over the licit coca market and closing illegal markets. Bolivia
has stated its intention to nationalize eradication efforts, but this goal will require increased financial
support from the GOB. The legal and regulatory framework in Bolivia hinders law enforcement and
prosecutorial efforts to effectively and efficiently combat drug production and trafficking, money
laundering, corruption, and other transnational crime and requires GOB action. There is also a growing
gap in international law enforcement/counternarcotics information sharing caused by DEA’s expulsion.
To that end, we encourage Bolivia to enhance its collaborative efforts with Brazil, Argentina, Chile, and
other neighboring and international partners on counternarcotics.

2009 2008 2007 2006 2005 2004 2003

Coca
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Net Cultivation (ha) 35,000 32,000 29,500 25,800 26,500 24,600 23,200
Eradication (ha) 6,341 5,484 6,269 5,070 6,073 8,437 10,000
Leaf: Potential Dried Harvest (MT) 43,000 43,500 38,500 37,000 36,000 37,000 33,000
HCL: Potential (MT)’ 195 195 130 115 115 115 100
Seizures
Coca Leaf (MT) 1,574  2,066.0 1,705.0 1,344.0 887.4 395.0 152.0
Cocaine Base (MT) 21.9 21.6 14.9 12.7 10.2 8.2 6.4
Cocaine HCI (MT) 49 7.2 2.9 1.3 1.3 0.5 6.5
Combined HCI & Base (MT) 26.8 28.8 17.8 14.0 11.5 8.7 12.9
Arrests & Detentions 3,397 3,525 4,268 4,503 4,376 4,138 3,902
Labs Destroyed
Cocaine HCI 16 7 7 3 3 4 2
Cocaine Base 4,864 4,988 4,076 4,070 2,619 2,254 1,769

" The reported leaf-to-HCI conversion ratio is estimated to be 370 kilograms of leaf to one kilogram of cocaine HCI in the Chapare,
315:1 in the Yungas.
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Internet gaming is regulated by a Gaming Control Board, which is guided by the Gaming Control Act.
There is one licensed internet gaming site, but there are an undisclosed number of Internet gaming sites
illegally operating from within the country. In addition, many cases of money laundering in the country
are related to the proceeds from U.S. residents participating in unlawful Internet gaming.

GOB authorities have circulated the names of suspected terrorists and terrorist organizations listed on the
United Nations (UN) 1267 Sanctions Committee’s consolidated list and the list of Specially Designated
Global Terrorists designated by the United States, pursuant to Executive Order (E.O.) 13224 to all
financial institutions in Belize. The GOB did not identify, freeze, seize, and/or forfeit any assets related
to terrorist organizations/financiers in 2009.

U.S.-related currency transactions:

GOB officials have reported an increase in financial crimes, such as bank fraud, cashing of forged checks,
suspicious transactions, and counterfeit Belizean and United States currency.

These financial crimes are often conducted in U.S. currency or monetary instruments (i.e., U.S.
denominated checks or other instruments).

Records exchange mechanism with U.S.:

Belize has signed and ratified a Mutual Legal Assistance Treaty with the United States. It entered into
force in 2003. The FIU is empowered to share information with FIUs in other countries.

International agreements:

Belize is a party to various information exchange agreements with countries, and authorities can share
information or provide assistance to foreign jurisdictions in matters relating to money laundering or other
financial crimes without an agreement or a treaty.

Belize is a party to:
the UN Convention for the Suppression of the Financing of Terrorism - Yes
the UN Convention against Transnational Organized Crime - Yes

the 1988 UN Drug Convention - Yes
the UN Convention against Corruption - No

Belize is a member of Caribbean Financial Action Task Force (CFATF), a Financial Action Task Force-
style regional body. Its most recent mutual evaluation can be found here: http://www.cfatf-gafic.org/
mutual-evaluation-reports.html

Recommendations:

The Government of Belize (GOB) should take steps to address the vulnerabilities in its supervision of
alternative remittance systems that bypass financial institutions and of the gaming sector, including
Internet gaming facilities. It should do the same regarding its offshore sector. Belize should immobilize
bearer shares and ensure the offshore sector complies with anti-money laundering and counter-terrorist
financing reporting requirements. The GOB should also become a party to the UN Convention against
Corruption.

Bolivia

Although Bolivia is not a regional financial center, money laundering activities continue to take place.
These illicit financial activities are related primarily to narcotics trafficking, public corruption, smuggling
and trafficking of persons, as well as Bolivia’s long tradition of bank secrecy and the lack of effective
government oversight of non-bank financial activities. Most entities that move money in Bolivia continue
to be unregulated. Hotels, currency exchange houses, illicit casinos, cash transporters, informal exchange
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houses, and wire transfer businesses are known to transfer money freely into and out of Bolivia without
being subject to anti-money laundering controls. The ultimate result is the easy laundering of the profits
of organized crime and narcotics trafficking, the evasion of taxes, and the laundering of other illegally
obtained earnings.

Offshore Center: No
Free Trade Zones: Yes

Bolivia has 13 free trade zones for commercial and industrial use. Free trade zones are located in EI Alto,
Cochabamba, Santa Cruz, Oruro, Puerto Aguirre, and Desaguadero.

Criminalizes narcotics money laundering: Yes

The current anti-money laundering law is based on Article 185 of Law 1768 of 1997. Law 1768 modifies
the penal code and criminalizes money laundering related only to narcotics trafficking offenses, organized
criminal activities, and public corruption. Article 185, however, cannot be applied unless the prosecution
demonstrates in court that the accused participated in and was convicted of the predicate crime.

Criminalizes other money laundering, including terrorism-related: Yes

As indicated above, the law addresses other offenses, but it is limited and does not include terrorism-
related crimes.

Criminalizes terrorist financing: No

(Please refer to the Department of State’s Country Reports on Terrorism, which can be found here:
http://www.state.gov/s/ct/rls/crt/)

Although terrorist acts are criminalized under the Bolivian Penal Code, the Government of Bolivia (GOB)
lacks actual statutes that specifically criminalize the financing of terrorism or that grant the GOB
authority to identify, seize, or freeze terrorist assets.

Know-your-customer rules: Yes

Under Supreme Decree 24771, obligated entities such as banks, insurance companies and securities
brokers are required to identify their customers.

Bank records retention: Yes

Under Supreme Decree 24771, obligated entities are required to retain records of transactions for a
minimum of ten years.

Suspicious transaction reporting: Yes

Supreme Decree 24771 obligates entities to report to the financial intelligence unit (FIU), the Unidad de
Investigaciones Financieras (UIF), all transactions considered unusual (without apparent economic
justification or licit purpose) or suspicious (customer refuses to provide information or the explanation
and/or documents presented are clearly inconsistent or incorrect).

Large currency transaction reporting: Yes

The GOB’s Superintendent of Banks recently mandated that national banks report any cash transactions
in excess of $10,000 to the UIF.

Narcotics asset seizure and forfeiture: Yes

Law 1768 defines the application of asset seizure beyond drug-related offenses. While traditional asset
seizure is employed by counter-narcotics authorities, the ultimate forfeiture of assets continues to be
problematic. The Directorate General for Seized Assets (DIRCABI) is responsible for confiscating,
maintaining, and disposing of the property of persons either accused or convicted of violating Bolivia’s
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narcotics laws. In October 2008 draft asset seizure and forfeiture legislation was submitted to congress
and is still being considered.

Narcotics asset sharing authority:
No information available.
Cross-border currency transportation requirements: Yes

As of August 2008, Supreme Decree No. 29681 obligates every natural or corporate person, public or
private, domestic or foreign, to declare any incoming or outgoing currency and register the declaration
with customs on a provided form. No threshold amount is provided. The same decree states that physical
transportation of currency from Bolivia, as well as importation of currency into Bolivia, between $50,000
and $500,000 must be authorized by the Central Bank of Bolivia. Additionally, the decree states all
transactions reported to customs in excess of $10,000 must be reported to the UIF on a monthly basis.

Cooperation with foreign governments:
Bolivia cooperates with foreign jurisdictions on financial crimes investigations on a case-by-case basis.
U.S. or international sanctions or penalties: Yes

In July 2007, as a result of Bolivia's lack of terrorist financing legislation, the UIF received a “Letter of
Suspension” from the Egmont Group of FIUs. The GOB’s continued lack of terrorist financing
legislation resulted in Bolivia’s expulsion from the Egmont Group in December 2008 — an unprecedented
move by the Egmont Group. The expulsion bars the UIF from participating in Egmont meetings or using
the Egmont Secure Web (the primary means of information exchange among Egmont member FIUs). To
regain Egmont membership, Bolivia must criminalize terrorist financing, reapply to Egmont and provide
written evidence of the UIF’s compliance with Egmont requirements.

The Financial Action Task Force of South America (GAFISUD), a Financial Action Task Force (FATF)-
style regional body, placed sanctions on Bolivia in July 2007 as a result of the GOB’s failure to pay three
years of its membership dues. The GOB has since paid its arrears to GAFISUD and the sanctions were
lifted in November 2009.

Enforcement and implementation issues and comments:

The expulsion of U.S. Drug Enforcement Agency (DEA) agents from the country in November 2008 has
seriously diminished the effectiveness of several financial investigative groups operating in the country,
including Bolivia’s Financial Investigative Team (EIF), the Bolivian Special Counternarcotics Police
(FELCN), and the Bolivian Special Operations Force (FOE). Most money laundering investigations
continue to be in the Department of Santa Cruz and are associated with narcotics trafficking
organizations. During the period January — October 2009, the EIF reported ten new money-laundering
cases and a total of approximately $18.245 million in related assets seized.

Corruption remains a serious issue in Bolivia. In the past, allegations against high-ranking law
enforcement and other GOB officials were routinely dismissed without further investigation. While some
improvement in the effectiveness of investigations is apparent, few cases are fully prosecuted. As of
October 2009, the Bolivian National Police’s Office of Professional Responsibility (OPR) reports it
investigated a total of 2,753 cases in 2009 involving allegations of misconduct and/or impropriety by
Bolivian National Police officers.

The UIF has endured substantial turmoil since 2006, when the GOB issued Supreme Decree 28695
proposing the replacement of Bolivia’s UIF with a new “Financial and Property Intelligence Unit”
focused on combating corruption rather than money laundering. Although the new unit was never
created, the decree resulted in the UIF losing a significant amount of its staff. The continued lack of
personnel, combined with inadequate resources and weaknesses in Bolivia’s basic legal and regulatory
framework limits the UIF’s reach and effectiveness. Given the UIF’s limited resources relative to the size
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of Bolivia’s financial sector, compliance with reporting requirements is extremely low. The exchange of
information between the UIF and appropriate police investigative entities is also limited or, in most cases,
non-existent. In December 2009, the Bolivians indicated the UIF had hired more analysts, received
training from the international community, increased the number of obligated entities, and received 280
suspicious transaction reports.

U.S.-related currency transactions:

The Bolivian financial system is highly dollarized, with approximately 66 percent of deposits and loans
distributed in U.S. dollars rather than Bolivians, the local currency.

Records exchange mechanism with U.S.:

Bolivia does not have a mutual legal assistance treaty with the United States.

International agreements:

Bolivia is a party to the Inter-American Convention on Mutual Assistance in Criminal Matters.
Bolivia is a party to:

the UN Convention for the Suppression of the Financing of Terrorism - Yes
the UN Convention against Transnational Organized Crime - Yes

the 1988 UN Drug Convention - Yes

the UN Convention against Corruption - Yes

Bolivia is a member of the Organization of American States Inter-American Drug Abuse Control
Commission (OAS/CICAD) Experts Group on Money Laundering. Bolivia is also a member of the
GAFISUD.

Recommendations:

The Government of Bolivia (GOB) should take all necessary steps to ensure that draft anti-money
laundering legislation is enacted and conforms to international standards. Among the most important
legislative adjustments, it is imperative the GOB criminalize terrorist financing and allow for the blocking
of terrorist assets. Doing so is not only mandated by Bolivia’s commitments as a member of the United
Nations and GAFISUD, but could improve the likelihood that the UIF may successfully re-apply for
Egmont Group membership.

In addition, money laundering should be an autonomous offense without requiring prosecution for the
underlying predicate offense, and unregulated sectors, particularly designated non-financial businesses
and persons, should be subject to anti-money laundering and counterterrorist financing controls.

Brazil

Brazil is the world’s fifth largest country in size and population, and as of 2009 its economy is the tenth
largest in the world. Brazil is considered a regional financial center for Latin America. It is also a major
drug-transit country. Brazil maintains some controls of capital flows and requires disclosure of the
ownership of corporations. Money laundering in Brazil is primarily related to domestic crime, especially
drug trafficking, corruption, organized crime, gambling, trade in various types of contraband, and also to
proceeds coming from the Tri-Border Area (TBA) of Brazil, Argentina, and Paraguay. Laundering
channels include the use of banks, real estate investment, financial asset markets, luxury goods,
remittance networks, informal financial networks, and trade-based money laundering. An Inter-American
Development Bank study of money laundering in the region found that Brazil’s incidence of money
laundering is below average for the region.
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