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AML ARoUnD THE WoRLD
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Brazil represents one of the most 
dynamic countries in the world in 
terms of business opportunities. 

It is Latin America’s largest economy and 
possesses substantial natural resources and 
a relatively liberal economic environment. 
Various think tanks and NGOs (e.g., Heritage 
Foundation/Transparency International) do; 
however, single out the problem of corrup-
tion as a pressing problem undermining 
economic freedom and therefore the success 
of business in Brazil. Brazil’s president Dilma 
Rousseff who has made combating corrup-
tion a top priority has made significant steps 
in addressing the corruption problems culmi-
nating in corrupt practices within the highest 
echelons of Brazilian society. Although some 
experts remain critical of the extent of the 
changes resulting from Rousseff’s efforts, the 
successes are noteworthy and a critical step 
in the right direction.

Brazil’s fight against corruption

Since Brazilian president Dilma Rousseff 
was elected in January 2011, the country has 
witnessed a concerted crackdown on corrup-
tion which culminated in the country’s largest 
corruption investigation into Brazilian’s polit-
ical elite, leading to the supreme-court trial of 
the mensalão (big monthly stipend) — one of 
the biggest cases to be heard in Brazil since 
the end of the military dictatorship in 1985.1 

According to an article published by the 
BBC, the mensalão scheme embezzled 
public funds to buy political support for 
the then Lula government and to pay off 
debts from election campaigns. Prosecutor 
Roberto Gurgel reportedly called the scheme 
“without doubt the most daring and scan-
dalous case of corruption and embezzlement 
ever uncovered in Brazilian history.” The 
central accusation was that politicians from 
coalition parties were given large payments 
each month to support the minority govern-
ment led by the Workers’ Party. José Dirceu 
de Oliveira e Silva (Dirceu) who was Brazil’s 
former president, Luiz Inacio Lula da Silva’s 

(Lula) chief of staff was accused of being 
the mastermind behind the scheme. Prose-
cutors say that Mr. Dirceu and other leaders 
of the Workers Party (PT), together with 
bankers and publicists, formed a “criminal 
organization” that used public and private 
funds to buy political favors. The trial for the 
scheme which came to light in 2005, ended 
on the 17 of December 2012, with 25 of the 38 
defendants found guilty of charges including 
corruption, money-laundering and misuse of 
public funds. 

It was recently reported that Brazil’s former 
president, Lula also faces questions about 
such ‘discretionary appointments to public 
office’ when he was in power. On the 14 of 
December the public prosecutor’s office 
said it was investigating claims of bribery 
and influence-peddling involving 24 people, 
including Rosemary de Noronha, a former 
bank teller who has been close to Lula since 
before he was president. In 2005, he made 
her head of a new “presidential office” in 
São Paulo. Investigators allege that during 
this time she took bribes to arrange forged 
permits for construction and transport proj-
ects with accomplices in regulatory agencies. 
Brazilian journalists reportedly dubbed the 
case “Rosegate,” a riff on Watergate and the 
shorter version of the name Rosemary Nóvoa 
de Noronha.2 

Brazilian AML legislation amended

As part of her anti-corruption initiative, 
Rousseff amended the existing AML legisla-
tion in mid-2012. The existing AML legisla-
tion was first enacted in 1998, Brazil’s money 
laundering laws (Law 9613) did not crimi-
nalize the act of money laundering unless 
the money or assets in question were related 
to enumerated illegal activities; arms and 
narcotics trafficking, terrorism, kidnapping 
and extortion among them.

As reported in the Rio Times, the new 
amendments to Law 9613 does away with the 
reference to underlying crimes, criminalizing 
the transfer of funds of which the nature or 

source is concealed. In addition to lowering 
the threshold for prosecution, the new rule 
enhances the criminal and civil penalties for 
the offense.3 Under the new rules, prison 
sentences have been increased from three 
to ten years and applicable fines drastically 
increased from R$200K to R$20 million (a 
provision in the new rules provides for the 
discretionary use of ill-begot funds to be 
offset against applicable fines).

The same article noted that the significant 
increase in the penalties will hopefully act 
as an effective deterrent to money laun-
dering crimes. The new rules also have 
some bite, providing police and prosecutors 
expanded investigatory powers. Brazil’s 
decision to embolden the rules on money 
laundering brings the country more in line 
with concerted international efforts to stop 
money laundering.

As reported on its web site, Brazil’s finan-
cial intelligence unit, Conselho de Controle 
de Atividades Financeiras (COAF) is part of 
the Ministry of Finance, and plays a central 
role in the Brazilian anti-money laundering 
and counter terrorism financing system, 
not only at the operational level but also at 
the policy level through its plenary council, 
which is comprised of representatives from 
all the responsible bodies and ministries 
that meet as needed. Also, COAF has been 
responsible for coordinating the Brazilian 
participation in several international orga-
nizations, such as FATF, GAFISUD, Egmont 
Group, and CICAD/OAS.

Brazil also cooperates closely with UNODC 
in implementing its AML program. The 
growth of UNODC’s areas of work was 
complemented by the expansion of its 
geographic reach, which occurred in 2001, 
when the office became regional, covering 
the southern cone countries: Argentina, 
Chile, Paraguay and Uruguay. The thematic 
areas for the southern cone are also in 
expansion, with projects on drug prevention, 
HIV and AIDS prevention, prison reform and 
prevention against gender-based violence. 

Brazil: Combating corruption and money 
laundering – a joint push forward
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Ficha limpa (clean record) law 

In 2010 the ficha limpa (clean record) law, 
which bars anyone convicted of a wide 
range of offenses, including vote-buying and 
illicit campaign-financing from elected office 
was passed. The municipal elections held in 
October 2012, were the first under the new 
rules and saw hundreds of candidates ruled 
ineligible. The Economist noted that others, 
including some who were elected, may yet 
be barred. Dilma Rousseff, the president, 
wants a similar rule for public servants in 
order to help stem one of the remaining 
causes of corruption: “discretionary appoint-
ments to public office.” Brazilian presidents 
have some 25,000 positions to fill upon their 
appointment, including senior jobs in regu-
latory agencies and state-controlled firms. 
In recent years, many of these have gone 
to the politically well-connected or to the 
nominees of government allies. In this 
regard it is worth noting that according 
to the amended AML legislation enhanced 
due diligence is required for both local and 
foreign PEPs in Brazil.4 

Brazil and the World Cup — 2014

In 2010, in anticipation of the World Cup 
in 2014, The Ethos Institute of Business 
and Social Responsibility and the United 
Nations Global Compact have launched a 
US$ 3.1 million, five-year anti-corruption 
project named “Clean Games Inside and 
Outside of the Stadium” (Jogos Limpos) to 
monitor public spending and to facilitate 

reporting of potential irregularities linked to 
the 2014 FIFA World Cup in Brazil and the 
2016 Rio de Janeiro Olympics.5 Given the 
reputational risks attached to undertaking 
business in Brazil it is recommended to 
undertake enhanced due diligence on local 
business partners and to understand en 
detail their relationship to politicians and 
public officials.

Summary

The attempts being made in Brazil to combat 
corruption culminating in the mensalão 
trial taking aim at congressmen, members 
of the governing party and senior officials 
who worked directly under one of the most 
popular presidents, points as noted by the 
New York Times to a rare breakthrough in 
political accountability and a crucial streak 
of independence in the legal system.6 

The article quotes Thiago Bottino, a law 
professor at Fundação Getúlio Vargas, from 
an elite Brazilian university, “This trial shows 
that Brazil’s institutions are functioning with 
vigor. The justices could have easily washed 
their hands of this case and walked away; 
instead, they entered the fight for an ethical 
democracy.” Brazil’s courts are reportedly 
more often the object of ridicule than praise, 
and some legal scholars warn that this case 
is only one in a labyrinthine and privileged 
judicial system. Judges are paid handsomely 
and have great leeway to exert their influ-
ence, like ordering the arrest in September 
of Google’s top executive in Brazil over a 

politically contentious video, but rooting out 
corruption and punishing powerful political 
figures generally has not been among their 
top priorities.

Although some underline that it is uncommon 
and also in the mensalão case unlikely that 
those charged will serve prison sentences. 
Some legal experts say that the trial accom-
panies important institutional advances in 
Brazil outside the court system, including 
a new measure cracking down on money 
laundering and the strengthening of both the 
Federal Police, an investigative entity compa-
rable to the F.B.I., and the Public Ministry, a 
body of independent public prosecutors. 
Matthew Taylor, a scholar who specializes 
in Brazil’s legal system at American Univer-
sity in Washington was quoted as saying, 
“If anything, the courts are still the greatest 
bottleneck to accountability in Brazil.” He 
also underlined that “although it is promising 
to see the court take on the mensalão, the 
trial is the exception that proves the rule.” 
Therefore, despite the enormous and remark-
able progress being made in Brazil in dealing 
with corruption, the country continues to 
remain high risk with regards to the risk of 
corruption and continues to warrant a high 
level of customer due diligence, especially 
when undertaking business in Brazil or with 
Brazilian entities. 
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